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L.ditortal Comment 


T is comfortable on occasion to become circum- 

scribed by the radius of one’s own community. 
We of the New England Control, for example, 
naturally give first allegiance to the problems of 
our immediate branch of The Controllers Institute 
of America, and a corresponding attitude of mind 
probably asserts itself locally in any other area of 
Institute activity. To be sure, we individually have 
statistical knowledge of national progress and keep 
ourselves reasonably well informed through the 
pages of THE CONTROLLER, but is this compensa- 
tion sufficient always to resist the mental barnacles 
which impair perspective ? 

A distinct change of mind comes when one is 
afforded opportunity to rub shoulders with those 
who represent the far-flung reaches of our juris- 
diction—Californians, in fact—and what a job Los 
Angeles and San Francisco have done! Seeking not 
for size but enduring strength, selecting the bet- 
ter material and working steadily with sound judg- 
ment and discrimination, these men have created 
a structure for The Institute which, measured in 
terms of employer-invested capital, is now an im- 
portant factor in the business life of California. 

Additional evidence of this forward spirit is 
reflected in their plans for a joint conference sched- 


uled during the month of May. Justifiable com- 
munity pride is thereby subordinated to organiza- 
tion needs, and a more closely welded unit will 
henceforth generate the incentive for greater achieve- 
ment and security. In such an atmosphere the 
mind grasps certain facts, reason draws certain con- 
clusions, and one is fired with an enthusiasm which 
springs from the record of a task well done. It is 
this same loyalty and enthusiasm, plus the cold logic 
of promoted self-interest, that are responsible for 
the genuine cooperation of 1,200 men in the na- 
tional picture. 

Recognition and progress are further marked 
by the work of our Committee on Education whose 
message was delivered at a meeting of the Ameri- 
can Collegiate Schools of Business, held at Stanford 
University on April 21. The deans of our leading 
colleges, exerting pedagogical influence throughout 
the country, appreciate fully the value of an ex- 
change of ideas. 

With traditional western hospitality, our asso- 
ciates give reason for the “Pageant of the Pacific” 
and further demonstration that the Controllers In- 
stitute of America has become a positive force in 
national thinking. 

HENRY C. PERRY 
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Last-In, First-Out Inventorying Takes 
Care of Wide Fluctuations 


Recommendations by Committee of Controllers Institute of America 


SECTION 22(D) OF THE REVENUE 
ACT OF 1938 


Section 22(d) of the Revenue Act 
of 1938 permits the use of the “‘last-in, 
first-out” method of costing sales and 
taking inventories by certain types of 
industries. Since inventories present 
one of the most difficult problems in 
the field of economics, management, 
accounting, and taxation, this new pro- 
vision in the 1938 Act is of great 
interest to us as corporate controllers 
and accountants. 

The purpose of this memorandum is 
to express our conviction that 

(1) The provision is sound in prin- 
ciple as applied to the industries spe- 
cifically named therein; and 

(2) The provision is unduly re- 
stricted in its present form both as to 
the industries named therein and the 
conditions imposed, thus making it of 
little practicable value. 





1. NECESSITY FOR THE PROVISION 

(1) Diversity of Inventory Meth- 
ods.—In the revenue acts since 1918, 
Congress has recognized that there is 
no one method of costing sales and 
valuing inventories which can be ap- 
plied to all types of business. The 
revenue acts have uniformly provided, 
therefore, that inventories shall be 
taken— 


“ %* %* upon such basis as the Commis- 
sioner, with the approval of the secretary, 
may prescribe as conforming as nearly 
as may be to the best accounting prac- 
tice in the trade or business, and as most 
clearly reflecting the income.” (Section 
22(c) of Revenue Act of 1938) 


The Regulations have also provided 
that “‘An inventory that can be used 
under the best accounting practice in 
a balance sheet showing the financial 
position of the taxpayer can, as a gen- 
eral rule, be regarded as clearly reflect- 
ing his income.” (Art. 22(c)-2, Regs. 
94) 


Thus, the commissioner has _per- 
mitted not only the basis of cost, or 
cost or market, whichever is lower, 
but also the “‘retail method” for retail 
merchants, the ‘‘hedging basis’ for cot- 
ton and grain dealers, the ‘average 
cost basis’ for tobacco dealers, identi- 
fication of specific goods, and various 
other bases. Any method of costing 
sales and valuing inventory which is 
in accord with recognized accounting 
practice in the industry and is con- 
sistently applied, should be permitted. 


No ONE METHOD SUITABLE FOR ALL 
LINES OF BUSINESS 


It is important to recognize that the 
method which can be properly em- 
ployed in one industry to clearly re- 
flect income, may not be suitable for 
another industry. In fact, two tax- 
payers in the same industry may very 





HIS material is a memoran- 

dum submitted on October 
15, 1938, to the United States 
Treasury Department by The Con- 
trollers Institute of America, 
through its Committee on Cooper- 
ation with the Treasury Depart- 
ment. Mr. F. G. HAMRICK, con- 
troller of American Smelting & 
Refining Company, is chairman of 
the committee, which had several 
meetings and spent several weeks 
gathering the material for the 
memorandum. 

The arguments in favor of a 
wider use of the last-in, first-out 
method of costing sales and taking 
inventories are ably presented in 
this memorandum, designed to 
bring about a liberalization of the 
regulations and of the federal rev- 
enue act. They cover proposed 
changes in Section 22(d) of the 
Federal Revenue Act of 1938. 
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properly use different methods, de- 
pending in part on the business policy 
as to the accumulation of inventories 
and the sale thereof to obtain the bene- 
fit of price appreciation. Other condi- 
tions may warrant the use of different 
methods in the same industry. Also, 
it frequently happens that one com- 
pany finds it necessary to use two or 
more methods, due to the diversity of 
its operations. 

These diverse methods of account- 
ing are evidenced by the replies re- 
ceived by the National Industrial Con- 
ference Board from 826 companies to 
its question as to the accounting bases 
used for charging materials into proc- 
ess. This question and the summary 
of the replies thereto appeared in a 
bulletin issued by the National Indus- 
trial Conference Board in February, 
1938, and is repeated here: 


Companies 
Replying 
Number Per Cent. 
Do you charge raw ma- 
terials into process at: 


A. Average cost 355 39 
B. First-in, first-out cost 143 15 
C. Actual cost of specific 
lots 219 24 
D. Standard cost 147 16 
E. Last-in, first-out cost 25 3 
F. Some other basis 27 3 
Total 916 100 


Note: The bulletin states that replies 
to this question were greater than the total 
number of companies replying to the ques- 
tionnaire, since more than one method of 
valuating inventory is used in certain com- 
panies which consume or produce more 
than one type of product. 


It will be observed that the com- 
panies using the first-in, first-out 
method in determining the cost of all 
materials charged into process repre- 
sented only 15 per cent. of the total 
and that higher percentages were re- 
ported for three other methods. Atten- 
tion is also called to the fact that only 
3 per cent. employed last-in, first-out. 
Partial effect, however, is given to the 
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last-in, first-out principle in the aver- 
age basis and also in the standard cost 
basis. The bulletin does not disclose 
whether or not costs ascertained by 
these methods were at the time of the 
last inventory for the fiscal year, trans- 
lated back to the first-in, first-out basis 
for raw materials charged into process. 
Therefore, no conclusion is implied 
here as to what may or may not be 
done by these companies in their tax 
returns. It is, however, desired to 
emphasize the diversity of methods 
used by industry to ascertain accurate 
cost of goods produced in order that 
management may not be misled con- 
cerning the real profits of the enter- 
prise. 

(2) The" First-in, First-out’” Method. 
—In determining the value of the clos- 
ing inventory, the commissioner’s reg- 
ulations under previous acts have pro- 
vided that— 


“Goods taken in the inventory which 
have been so intermingled that they can 
not be identified with specific invoices 
will be deemed to be the goods most 
recently purchased or produced, * * *,” 
(Art. 22(c)-2, Regs. 94) 

In other words, the taxpayer is 
deemed to have sold merchandise dur- 
ing the year in the order in which it 
was acquired, leaving on hand in the 
closing inventory the goods last pur- 
chased. This is known as the ‘“‘first-in, 
first-out” rule. 

It is this presumption as to first-in, 
first-out and its rigid application in the 
ascertainment of taxable income to 
which exception is taken. 

Where the first-in, first-out method 
of costing sales is used, the effect is 
that during a period of rising prices 
there is included in income unrealiz- 
able appreciation in the value of in- 
ventories, and in a period of falling 
prices the operating profits are reduced 
or wiped out by unrealized inventory 
losses. 

Experience has shown that inven- 
tories are usually highest not only in 
value but also quantitatively, at the 
peak of the price cycle. Price appre- 
ciation alone on goods remaining in 
the inventory does not constitute real- 
ized income and may never be real- 
ized because periods of rising prices 
are followed by periods of deflationary 
prices. Where inventories constitute 
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an important part of the total assets, 
the revaluation of inventories to con- 
form to price cycles may represent the 
most important factor in the determi- 
nation of income or loss, inflating the 
true profit in years of rising prices, 
and understating it when prices re- 
cede. 

Some companies attempt to level off 
income from year to year by providing 
reserves against which to charge all 
or a part of their inventory losses due 
to price declines. But most com- 
panies make no provision in their ac- 
counts for a decline in value of in- 
ventories. Many of this large group 
are not seriously affected. In the 
ordinary industrial or commercial busi- 
ness an effort is frequently made to 
“load up” on inventory when prices 
are low and to sell off the inventory 
when prices are high, deferring fur- 
ther purchases until the market is 
more favorable. Thus, inventory ap- 
preciation is translated into operating 
profit and inventory depreciation is 
avoided, so far as possible, by cur- 
tailing purchases. 

In certain specialized industries, 
however, this handling of inventories 
is not possible, and for them the price 
fluctuation of raw materials remains 
a vital problem. 

(3) Inap plicability of First-in, First- 
out Method to Certain Industries.— 
The first-in, first-out method clearly 
distorts the income for the year and 
fails to produce the correct cost of 
goods sold in those industries where 
the following conditions are present: 

(a) The inventory turn-over con- 
sumes a relatively long period of time 
either because of the length of proc- 
essing, or conditions of merchandis- 
ing, thus necessitating the mainte- 
nance at all times of a substantial 
inventory ; 

(b) The average investment in in- 
ventory is relatively large as compared 
with other assets ; 

(c) The inventory consists of a 
few basic and imperishable commodi- 
ties which are subject to wide price 
fluctuations; and 

(d) The cost of raw materials con- 
stitutes a substantial part of the cost 
of the finished product, and increases 
in the prices of raw materials are 
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promptly reflected in the price of the 
product. 

In the non-ferrous smelting and re- 
fining industry it takes 60, 90, 120 
days or more, varying according to 
circumstances, to smelt and refine a 
given product and market the metals 
recoverable therefrom. The brass in- 
dustry requires on the average 90 days 
to fabricate their product, the copper 
wire industry, 30 to 60 days, and the 
lead processing and fabricating indus- 
try an average of 90 days. In the tan- 
ning industry the processing period 
extends from 60 days to 6 months or 
more. The long stream of transporta- 
tion compels an integrated oil com- 
pany to. carry a quantity of inventory 
equalling from one-fourth to one-half 
of the quantity of sales made during 
the year. 

In all these industries the inven- 
tories constitute a large part of their 
total assets, averaging in some cases 
more than 50 per cent. thereof, and 
the cost of the finished product is 
represented in large part by the cost 
of the raw materials contained therein. 
There are undoubtedly companies in 
other industries in which the same con- 
ditions exist. 


WIDE FLUCTUATIONS INEVITABLE 


Under our present economic system 
and the law of supply and demand, 
wide fluctuations in the prices of raw 
materials are inevitable. How violent 
these cyclical swings in prices are is 
clearly demonstrated in the charts 
given in Tables I, II and III appended 
hereto, showing the comparison of the 
wholesale price index of all commodi- 
ties and the prices of copper, crude 
petroleum and hides during the period 
January 1, 1900, to March 31, 1938. 

In the industries which are con- 
fronted with the conditions enumer- 
ated above, the objective is to make 
a profit on the manufacturing and 
processing activity, and not a specu- 
lative profit on the sale of raw ma- 
terials contained in inventory. In the 
smelting and refining industry, and in 
the copper and brass fabricating in- 
dustry, in addition to processing their 
own purchased raw material, an im- 
portant part of the business consists 
of processing for customers on a toll 
basis raw materials furnished by them. 
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Realizing that the maintenance of 
substantial inventories is essential, but 
that a speculative profit (with a con- 
comitant risk of loss) on inventory is 
foreign to their business, many com- 
panies in the industries discussed here- 
in have adopted the policy of match- 
ing, as far as possible, sales against 
purchases of raw materials (or pur- 
chases against sales). For example, in 
the non-ferrous metals smelting and 
refining industry, the policy is to sell 
concurrently a quantity of refined met- 
als equivalent to the metals contained 
in the ore purchased. In the brass 
and copper wire and cable industry 
where the prices of the products are 
determined on the basis of the pre- 
vailing prices of the constituent ma- 
terials, the policy is when orders are 
received to calculate the requirements 
for metals to fill the order and to pur- 
chase these metals concurrently. 

The application of the first-in, 
first-out rule to the industries dis- 
cussed herein is inappropriate be- 
cause it fails to recognize this oper- 
ating policy of making sales against 
current purchases and not against in- 
ventory. For most of the companies 
and industries discussed herein, sell- 
ing prices are uniformly based on 
current costs, and therefore a clear 
picture of the results of current op- 
erations can not be obtained where 
the true income is distorted by fluc- 
tuations in the value of inventory 
which is inherent in the first-in, 
first-out method. Other adverse re- 
sults of this policy are as follows: 

(a) Danger of over-expansion of 
production facilities during periods 
of rising prices. 

(b) Danger of payment of exces- 
sive dividends out of fictitious prof- 
its. 

(c) Over-payment or under-pay- 
ment of federal and state income 
taxes. This has become especially 
serious in recent years with the elim- 
ination from the federal revenue 
acts of the net loss carry-over and 
consolidated return provisions. The 
injury is aggravated when the fed- 
eral income tax rate depends on div- 
idend distributions. 

(d) Possible financial embarrass- 
ment, since unrealized profits on in- 
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ventory do not increase the cash re- 
sources of the business. In order to 
secure the cash to meet the increased 
expenditures for plant expansion, 
dividends, taxes and overhead, it be- 
comes necessary for the company to 
reduce its working capital or to in- 
cur debt, which ultimately may mean 
bankruptcy. 

(e) Misleading investors through 
the inclusion of unrealized inventory 
appreciation in current income, 
which plays an important part in 
run-away stock market prices. 

(4) The “Last-in, First-out” Method. 
—Realizing that the first-in, first-out 
rule did not meet their needs, man- 
agement of most of the companies 
in the industries discussed herein 
sought a method of costing sales 
which conformed to their methods 
of doing business. They found it in 
the last-in, first-out method which 
treats the goods sold as those most 
recently purchased and the inventory 
as consisting of the earliest acquired 
stocks. In this way, the cost of cur- 
rent purchases is applied against cur- 
rent sales, resulting in the costing 
of sales on a sound basis and the 
elimination from current income of 
unrealizable appreciation or depre- 
ciation in the valuation of inven- 


tories due to fluctuation in the prices 
of raw materials. 

Through the use of the last-in, 
first-out method, management can 
know the actual cost of production 
and can plan for the future accord- 
ingly. Also, since it can rely on the 
reported income as having actually 
been realized, it can intelligently de- 
termine the expansion and dividend 
policy. The simple example at the 
bottom of this page illustrates the dis- 
tortion produced by the first-in, first- 
out method in the annual income and 
the correctness of the result obtained 
through the last-in, first-out method : 


Not RECENT DEVELOPMENT 


The use of replacement cost to 
determine the cost of sales is not a 
recent development. It has been 
used by several companies in these 
industries in their accounts for many 
years and in recent years many other 
companies have adopted it. It has 
been recognized as a sound account- 
ing practice for these industries by 
leading accountants, including the 
American Institute of Accountants 
in their communication dated Sep- 
tember 1, 1938, to the Treasury De- 
partment, and by prominent authors 
on accounting, the most recent being 


Assume that at January 1, 1937, a corporation has in its inventory 1,000,000 Ibs. at 10¢ 
a Ib. During 1937, it produces 2,000,000 Ibs. at 15¢ per Ib. (based on current costs of 
raw material) and sells 2,000,000 Ibs. at 1514¢ per Ib. (sales are made at 14¢ per lb. above 


cost of production). 


Assume, also, that during 1938, prices decline, the production is 2,000,000 Ibs. at 10¢ 
per lb. (based on current costs of raw material) and the sales are 2,000,000 Ibs. at 1014 

















per Ib. 
First-in, Last-in, 
First-out First-out 
1937 
Sales (2,000,000 Ibs...at. 1514¢ per Ib:)....... 6 cane t $310,000 $310,000 
Production (2,000,000 Ibs. at 15¢ per Ib.)................. 300,000 300,000 
Realized profit available for dividends and taxes............ $ 10,000 $ 10,000 
Unrealizable appreciation in inventory (Inventory of 1,000,000 
Ibs. written up from 10¢ to 15¢ a Ib.)............... . 50,000 
Mctal Capra hit rel ected 5. 5:0).:4% sis’ isis, ssa. dlasie creda $ 60,000 $ 10,000 
1938 
Sales’ (2:000:000 -Ibs:at 1014¢ per Ib; ) 2... 6 sa oNlen eke $210,000 $210,000 
Production (2,000,000 Ibs. at 10¢ per Ib.).............. 200,000 200,000 
Realizable profit available for dividends and taxes.......... $ 10,000 $ 10,000 
Fictitious depreciation in inventory (Inventory of 1,000,000 
Ibs. written down from 15¢ to 10¢ a Ib.)............ Me 50,000 
Pioht “Seneched: os ac ics eee See bees: aga ateds $ 10,000 
PIPEOMGSSEMEHECODS. 504 be ood GS oe own OMe ee $ 40,000 
1937-1938 
ats CNEOTACs eee glee as CIA eR ol cscs Unteue a .... § 20,000 $ 20,000 

















Professors Sanders, Hatfield and 
Moore in their ‘““A Statement of Ac- 
counting Principles.” The following 
trade associations have recommended 
it to their members: 


American Petroleum Institute 

Lead Industries Association 

Non-Ferrous Ingot Metal Institute 

Copper and Brass Mill Products 
Association 

Tanners Council of America 


Prior to its recognition by Con- 
gress, the last-in, first-out method 
was accepted by the Securities and 
Exchange Commission, and by the 
Treasury Department for silver tax 
purposes. The determination of 
profit on the basis of charging re- 
productive costs against sales was 
also recognized in various industrial 
codes under the National Industrial 
Recovery Act. Precedent for exclud- 
ing fictitious inventory profits and 
losses due to market fluctuation of 
raw materials from taxable income 
also existed in the Treasury rulings 
with respect to “hedging,” notably 
A.R.M. 135 and G.C.M. 17322. 

Despite these considerations, and 
although the commissioner had 
ample authority under the general 
inventory provision of prior revenue 
acts to permit the use of the last-in, 
first-out method, it was only after 
repeated testimony before Congres- 
sional committees by leading ac- 
countants and trade associations as 
to the propriety of the use of the 
last-in, first-out principle, that it was 
given recognition in the 1938 act. 


PossIBLE ADVERSE EFFECT ON 
REVENUE 


It is understood that one of the 
principal grounds for the opposi- 
tion of the Treasury Department in 
the past to the recognition of the 
last-in, first-out principle was the 
possible adverse effect on the reve- 
nue. There may be differences in the 
revenue from year to year, but over 
a number of years the use of last-in, 
first-out by the industries to which it 
properly applies will probably yield 
about the same revenue as first-in, 
first-out. The most complete data 
on this aspect of the problem is that 
submitted by the American Mining 
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Congress to the Senate Committee 
on Finance and to the United States 
Treasury Department at the time 
the 1938 Act was under considera- 
tion. For ready reference, a copy of 
the estimate is appended hereto as 
Table IV. 

From the standpoint of the gov- 
ernment’s revenues, moreover, the 
use of last-in, first-out has the impor- 
tant advantage of producing a more 
steady flow of taxes. Business de- 
pressions entail not only lower busi- 
ness activity but also lower com- 
modity prices. During these periods 
when government revenues are most 
needed, they are substantially reduced 
through the application of fictitious 
inventory losses against operating prof- 
its of the taxpayers. 


II—PROPOSED REVISION OF 
SECTION 22(d) 


Senate Amendment Numbered 10 
to the Revenue Bill of 1938 was as 
follows: 


“The cost of goods sold during any 
taxable year beginning after December 
31, 1938, may be computed upon the last- 
in, first-out basis if such basis conforms 
as nearly as may be to the best account- 
ing practice in the trade or business and 
is regularly employed in keeping the 
books or records of the taxpayer; and the 
change to such basis shall be made for 
any year in accordance with such regula- 
tions as the commissioner, with the ap- 
proval of the secretary, may prescribe as 
Mecessary to prevent the avoidance of 
tax. Any taxpayer who, for any taxable 
year, is permitted under the preceding 
sentence to change to such basis shall 
be considered to have made an irrevo- 
cable election with respect to such year 
and future taxable years and shall not 
be permitted to change from such basis 
in any subsequent taxable year.” 


It will be observed, this amend- 
ment recognized the last-in, first-out 
basis in cases where it “conforms as 
nearly as may be to the best account- 
ing practice in the trade or business 
and is regularly employed in keep- 
ing the books or records of the tax- 
payer.” However, section 22(d) as 
finally enacted limited the last-in, 
first-out method to smelters and re- 
finers of non-ferrous metals, certain 
elementary branches of the brass 
and copper products industries, and 
tanners. 
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There is no objection to the enu- 
meration of certain industries as an 
illustration of those to which the 
last-in, first-out method would ap- 
ply if, to avoid discrimination, a 
provision is added extending the 
method to other taxpayers to whom 
the commissioner finds it properly 
applies. For example, the petroleum 
and lead processing and fabricating 
industries were omitted from sec- 
tion 22(d) notwithstanding the wide 
usage of last-in, first-out in these 
industries. These industries should 
undoubtedly be included in any spe- 
cific enumeration of industries to 
which the section is applicable. The 
last-in, first-out method also prob- 
ably applies to some branches of the 
textile, electrical, paper and other in- 
dustries similarly situated as to in- 
ventories, length of processing pe- 
riod, etc. 

Even with respect to the industries 
specifically mentioned in _ section 
22(d),.restrictions are imposed which 
impair the usefulness of the section 
and render it virtually inoperative 
in the case of the non-ferrous metal 
industries. To achieve the result in- 
tended, the following provisions 
should be revised: 


SUGGESTED REVISIONS 


(1) In the case of the non-fer- 
rous metal industries (including 
brass, copper products and brass 
products) the use of the last-in, 
first-out method is restricted to raw 
materials which are “not yet included 
in goods in process or finished 
goods.” This restriction virtually ex- 
cludes the non-ferrous metal indus- 
tries from the benefits of the pro- 
vision, since only a small percentage 
of their total inventories is in the 
form of raw materials not yet in 
process or in finished goods. Even to 
the limited extent to which the last- 
in, first-out method might be em- 
ployed by these industries under the 
section, insurmountable accounting 
and administrative difficulties would 
be presented. Furthermore, the re- 
striction runs counter to the purpose 
of the last-in, first-out principle, 
which in actual practice is applied 
to the entire inventory. There ap- 
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pears to be no justification for apply- 
ing this restriction to the non-fer- 
rous metal industries when the 
restriction is specifically removed in 
the case of the tanning industry. 

(2) The restriction in the case of 
brass, copper products and brass 
products industries to certain prod- 
ucts not only results in administra- 
tive difficulties but also bars the use 
of last-in, first-out to the copper wire 
and cable industry to which it prop- 
erly applies. The enumeration of 
specific products also draws an arti- 
ficial line against important copper 
and brass mill products such as 
rough forgings, die castings and spe- 
cial shapes or ingots of particular 
alloys for reworking by another manu- 
facturer. 

(3) The purpose of the restriction 
to goods “so intermingled that they 
can not be identified with specific 
invoices” is not evident. If the last- 
in, first-out principle is properly ap- 
plicable to a certain industry, there 
is no justification from the stand- 
point of sound accounting for the 
exclusion of goods which can be 
identified, so long as identification is 
generally impracticable or contrary 
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to the usual custom and not recog- 
nized in the accounts as kept. 

(4) If the use of the last-in, first- 
out method is justified in the case of 
a given business, there seems to be 
no logical reason for denying its use 
where that particular business is only 
one division of a taxpayer's activity. 
To do so is an unjustifiable discrim- 
ination. It is recommended, there- 
fore, that the restriction as to “prin- 
cipal business” be removed from 
section 22(d). 

The restrictions in Section 22(d) 
are wholly unnecessary because the 
last-in, first-out method is adaptable 
to a limited number of industries 
only and the safeguard that it con- 
form to a recognized accounting 
practice in the industry, consistently 
applied by the taxpayer, would be 
sufficient protection against its use 
by a business to which it did not 
properly apply. 

Because of the total inadequacy of 
Section 22(d) as it now stands and 
because if revised in the manner 
suggested herein it would still be 
unnecessarily intricate, it is urged 
that there be substituted for it Sen- 
ate Amendment Numbered 10 to the 
Revenue Bill of 1938, with the ref- 


erence ‘the best accounting prac- 
tice’ changed to read ‘‘a recognized 
accounting practice.” This is essen- 
tial in order that there be provided 
a practicable method that will per- 
mit the industries discussed herein 
to determine correctly their taxable 
income in conformity with the man- 
ner in which their operations are 
conducted and their accounts are 
kept in accordance with accepted ac- 
counting principles. 


III—CONCLUSION 


From our practical experience as 
accounting officers of corporations, 
it is our settled conviction not only 
that the last-in, first-out method is 
sound for the industries to which it 
properly applies, but that a general 
provision, similar to Senate Amend- 
ment Numbered 10, would not re- 
sult in administrative difficulties, or 
permit taxpayers for whom it is not 
a recognized practice to use it in 
their tax returns.. It would, on the 
contrary, enable those taxpayers not 
now adequately provided for in the 
regulations to make their tax returns 
on a basis which most clearly reflects 
their true income. 


Are Controllers Doing A Good Job In 
Fulfilling Their Responsibilities? 


We have passed the half-way marker 
in the eighth year of the existence of 
The Controllers Institute. Each year 
has brought new problems to The In- 
stitute, new ways in which we can be 
of service—to its members, to the com- 
panies represented by those members, 
and to our federal government. In the 
early years of our existence we spent 
much time on the matters of organiz- 
ing ourselves, defining policies, and 
clearing the way for a statement of the 
duties of a controller, which resulted 
from a considerable amount of re- 
search and study of the functioning of 
the controllers of the various com- 
panies which we represent. 





By RoOscoE SEYBOLD 


Next, we faced the problems of 
legislation in the early years of the 
present federal administration, and I 
am going to recite some of those to 
call to your mind some of the prob- 
lems we had. 

One of the early ones was the NRA, 
which gave to the controllers the real 
problem of keeping the records and 
determining cost procedures that fol- 
lowed through with the NRA. 

We had the Security Act of 1933, 
which required registration for the 
issuance of new securities. Follow- 
ing that, came the enactment of the 
Securities and Exchange Act of 1934, 
which required all listed on the big 


board to register with the Securities 
and Exchange Commission. 

Then we had the tax legislation, 
both state and federal, which, under 
this administration, gave us many new 
problems. We had to do a new type 
of thinking for tax work—with the 
capital stock tax, the excess profits 
taxes, the tax on undistributed earn- 
ings, the processing taxes, the excise 
taxes, and the old bugaboo of the non- 
consolidated return. 

We had our social security legisla- 
tion, the old age and the unemploy- 
ment, both state and federal; in some 
cases, contributory, and some, non-con- 
tributory. This involved, as we all 

















know, the tremendous problem of rec- 
ord keeping. 

Then came along the Wage and 
Hour Law, on which only today we 
are trying to find a workable interpre- 
tation of the terms of that enactment. 

Then, more recent even than the 
Wage and Hour Law, is the necessity 
that has come upon us to restate the 
duties and responsibilities of control- 
lers, to try to bring afresh to their 
minds the necessity of following 
through on their duties, so that there 
will not be a recurrence of some of 
the unpleasant happenings of recent 
months. 

We members of The Institute, and 
particularly those who are directing 
The Institute, should pause and see 
whether or not we are doing a good 
job in fulfilling those responsibilities, 
whether the officers are reaching the 
members of The Institute with all of 
the assistance that they have a right to 
expect from us. 

We may talk loudly and long of 
these many angles of our jobs, but we, 
as citizens of these United States, have 
a duty other than the duties of a con- 
troller in connection with his corpo- 
rate affairs. We must be balanced. 
We can not meet all of these duties if 
we are not in a really balanced condi- 
tion. We will not reach that balanced 
condition if we permit ourselves to 





T was an inspiring message 
that President ROSCOE SEyY- 
BOLD, of THE CONTROLLERS IN- 
STITUTE OF AMERICA, gave to the 
members of the organization and 
their guests on the occasion of 
the Eastern Spring Conference 
dinner on April 24 at the Wal- 
dorf-Astoria Hotel, New York 
City. Mr. SEYBOLD took a broad 
view of today's problems and ac- 
tivities of controllers. He asked 
whether controllers are doing a 
good job in fulfilling their re- 
sponsibilities, and pointed out they 
must acquire a broad view, over 
and above that of their immediate 
duties. The audience applauded 
spontaneously the suggestions 
which he made. 
| —THE EpITor. 
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have our noses continually down to our 
own grindstones. 

I want to recite just a few things 
that come to my mind as to how we 
should broaden ourselves to be more 
able to meet the broader conditions 
that we are facing. Are we familiar 
enough with the problems of our own 
managements to be most helpful to our 
presidents and our chairmen? Do we 
understand the thinking of our own 
employees in our departments? Do 
we realize that they are human beings 
just as you and I are human beings, 
and that they deserve real sound treat ? 
ment? I think we should all think 
again of our position—our helpful 
position, as it should be—in industrial 
and employee relations. 

Do we have a knowledge of the 
economic problems of our nation and 
of the world? I wonder how many 
here could give an intelligent outline 
of the differences between Fascism, 
Communism, and the Democracies. I 
doubt if there are very many of us 
here who could intelligently give the 
definition of the differences; yet it 
means a great deal to all of us to 
understand that difference. 

Getting to the other side of life— 
can we all relax and play, or are we 
so tied up in our work that we carry 
old dull care home with us in the 
evening? Is your family glad to see 
you come home because of that which 
you add to its cheerfulness, or are they 
glad to see you come home merely be- 
cause you bring the pay-check? I 
wonder sometimes, in seeing how con- 
trollers are tied down to their work, 
whether or not it is not oftentimes the 
pay-check the family looks for, rather 
than their addition to the happiness in 
the home. 

The point to all this is that we all 
have a life to live, and only one. We 
can give the best account of this life, 
and be the happiest, if we keep our 
minds open and active, as they can be 
only if we have a healthy body that 
comes from the proper amount of re- 
laxation and play, and from the mind 
that has the knowledge that can be 
gained only through reading those 
things that are apart from our con- 
troller’s duties—those things having 
to do with economics, history, the arts, 
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music, and those things that develop 
the other side of our lives. I want 
to leave just this message: Is there 
not a lot that we can do to be better- 
balanced citizens, to match our citizen- 
ship with what we do in our control- 
ler’s job? 


Fine Points and Rulings Explained 

Controllers’ questions on the Wage- 
Hour Law are answered by Mr. Frank 
Rising, labor and management editor 
of “Business Week,” in a 24-page 
booklet published by The Controllers 
Institute of America. A limited supply 
is available at 75¢ a copy. 





Brief Facts Concerning 


CONTROLLERS INSTITUTE 
OF AMERICA 


Organized, December 29, 1931; in- 
corporated, December 31, 1931. 

A non-profit membership corpora- 
tion, under laws of District of Co- 
lumbia. 

Membership, 1,161. Includes control- 

| ers from many diversified lines 
of business and industry. 

Purposes, advancement of technical 
and other interests of controllers. 
President, RoscoE SEYBOLD, Westing- 

house Electric & Manufacturing 

| Company, Pittsburgh. 

Eligibility Rules: Membership open 

| only to controllers, and to assistant 

controllers when sponsored by 
their chiefs. (In case of company 
which has no one with title of 
controller, the person performing 
the commonly accepted duties, and 
carrying the usual responsibilities, 
of a controller, becomes eligible.) 
Associate class open to educators 
and writers and to corporate offi- 
cers of grade equal to or higher 
than that of controller. 

Branches, in twenty-two cities: Balti- 
more, Boston, Bridgeport, Buffalo, 
Chicago, Cincinnati, Cleveland, 
Dayton, Detroit, District of Co- 
lumbia, Indianapolis, Kansas City, 
Los Angeles, Milwaukee, New 
York City, Philadelphia, Pitts- 
burgh, Rochester, Saint Louis, San 

Francisco, Syracuse, Twin Cities 

(Minneapolis St. Paul). 

| Meetings: Annual, on national scale; 
monthly, in twenty-two Cities. 

Publications: Year Books, monthly 
magazine, “The Controller,” spe- 
cial reports and pamphlets from 
time to time. 

Governed, by National Board of 
Directors of twenty-one members, 
which meets monthly (except 
July), and an Executive Commit- 
tee of five, which meets on call. 

















A few months ago while serving 
as president of the Controllers In- 
stitute of America I prepared an 
editorial for our monthly publica- 
tion, a part of which I quote: 


“Harsh language frequently is applied 
to our colleges for failure to fit gradu- 
ates for the work in life which awaits 
them. This criticism should not be, and 
is not, directed at the college faculty, its 
students, or its methods. Underlying 
adequate training for a business career 
is the curriculum which must be made 
adaptable to a rapidly changing economic 
order. These changes are probably more 
widespread and reflect themselves more 
quickly in the field represented by the 
controller than in any other sphere of 
business practice. In the midst of these 
conditions The Controllers Institute has 
a broad social responsibility, which must 
be met through its Committee on Educa- 
tion. Our members can not expect to 
locate competent men for junior assign- 
ments unless they contribute something 
in the way of material from practical ex- 
perience to these minds that are training 
for controllership. It is undoubtedly a 
fact that the hopes of the world are cen- 
tered now as never before in the young 
men who will later assume the problems 
of business life, and the present genera- 
tion has a right to refuse tradition and 
precedent as a ball and chain hindering 
progress. As men of intellectual inde- 
pendence, they reserve the right of choice 
upon whom they will be dependent for 
guidance. This being the case, it is nat- 
ural that both faculty and students should 
be quick to seek understanding of the 
principles and policies of The Institute. 
Our members, men of major position in 
industry, can make an aristocracy of 
brains available to students of business 
for the purpose of adequate training, and 
assist in fashioning this raw material 
that it may face more confidently the 
responsibilities of life with alacrity and 
informed intelligence. The Institute rec- 
ognizes that there is no greater problem 
than that of the authenticity of ideas 
which are held by these men who will be 
our future Controllers.” 


It is for the reasons expressed in 
that editorial, gentlemen, that I am 
here. 


I must confess that I would 





Controllers Accept Obligation to 
Coming Generation of Workers 


By Henry C. PERRY 


Former President, Controllers Institute of America 


not have had the courage to meet 
this challenge if I had not come to 
the conclusion, after serious consid- 
eration, that one of the things that 
is most necessary today for the good 
of business is the constant exchange 
of views by business men, bankers 
and others engaged in the active 
conduct of our enterprise system on 
the one hand, and the teachers and 
scholars in our universities on the 
other, with regard to the infinite 
variety of questions with which they 
are mutually concerned. Conscious 
of that responsibility, and having 
implemented our academic training 





HE paper reproduced here is 
a noteworthy contribution to 
| the discussion of the problem of 
training the next generation of 
controllers. It was presented under 
the title, “Training for Control- 
lership—A Challenge to Edu- 
cators and Business Men,” by MR. 
HENRY C. Perry before the an- 
nual meeting of the American As- 
sociation of Collegiate Schools of 
Business at Stanford University 
on April 21, 1939. Mr. PERRY 
was president last year of THE 
CONTROLLERS INSTITUTE OF 
AMERICA. He is at present chair- 
man of The Institute’s Executive 
Committee. Mr. PERRY is con- 
troller and treasurer of Heywood- 
Wakefield Company of Gardner, 
Massachusetts. 

This presentation of the sub- 
ject is clear, concise, and logical, 
and is on a high inspirational 
level which sets forth clearly to- 
day's thinking on the part of con- 
trollers with respect to this res pon- 
sibility of the organized calling 
of controllership. 

—THE EpIror. 
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with the apprenticeship and senior 
experience of active business life, we 
who represent The Controllers In- 
stitute of America accept our obliga- 
tion to the coming generation of 
controllers, and on behalf of the 
Committee on Education I repeat 
that our facilities are available for 
your purposes. 


Wuat Is A CONTROLLER? 


It is quite within your province to 
ask—‘‘What is a controller?’ We 
define a controller as a business diag- 
nostician and one who exercises a 
directing, restraining or governing 
influence over the accounts and fi- 
nances of a business enterprise for 
the best interests of its stockholders. 
But that definition invites further 
exploration. Although the basic 
training for controllership lies in 
the sphere of accounting technique, 
we submit that the controller who 
measures up for top management 
must be something more than an ac- 
countant. We know, and you know, 
that accounting in itself is not an 
exact science; that its principles are 
not written law; and that the flexi- 
bility of judgment involved in prac- 
tice has long defied a common code 
of analysis. We know, and you 
know, that the training which under- 
lies controllership will not in itself 
protect the stockholders of an enter- 
prise if the incumbent of that job is 
limited in range of authority and 
responsibility. 

We do, however, accept the quali- 
fied controller in business practice 
as one who has executive authority 
in the policy-making branch of the 
enterprise. He is a staff man, and 
not a line man. He is not only an 
expert technician but an important 
executive as well, whose responsibili- 
ties make him a vital part of manage- 











ment. His is the mind that is trained 
for reflection and leadership. It is 
his responsibility to bring more and 
more out of the shadow of specula- 
tion into the light of objective fact 
for his business associates, and his 
analyses must provide a practical 
guide to sound administrative think- 
ing. His records, if effective, are 
built around the principle of having 
the results reveal the executive au- 
thority which has been exercised so 
that the responsibility for success or 
failure of the business may be readily 
determined. 


CONTROLLER’S EDUCATION NEVER 
COMPLETED 


We regard the controller as the 
right arm of management. He is a 
constant seeker of facts, and know- 
ing that they are stubborn things has 
great respect for them. The use of 
these facts largely determines his 
place and position in business life. 
He knows that the things which are 
currently believed by many of us are 
frequently the things that are not so 
and, consequently, aims at a policy 
of administration which treats busi- 
ness practice as more of a science 
and less of a gamble. The control- 
ler’s decisions are not generated by 
intuition and hunches. His mind, 
moreover, is not the type which, 
when trained to a certain point, crys- 
talizes and refuses to move forward. 
Our changing economic order is such 
that the controller must have that 
impulse to continuous study, which 
is a condition of permanent intellec- 
tual progress. His education never 
can be completed. 

In our committee work among the 
members we find that controllership 
as a service function extends in two 
directions—first, as an obligation to 
the owners of the business in report- 
ing objectively and without bias on 
the financial and profit and loss re- 
sults of operation and secondly, as 
an obligation to management. In ac- 
tual practice the obligation to man- 
agement is probably of most impor- 
tance. If the controller provides the 
various divisions of the enterprise 
with facts and analyses essential to 
policy decisions, they will automati- 
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cally be translated in the financial 
and profit and loss record, which is 
presented to the stockholders and 
the public. In this service he needs 
not only a high degree of analytical 
ability but a broad appreciation of 
operating problems as well. 

Increasing weight must be given 
to prevailing public relations’ prac- 
tices upon the work of the Control- 
ler’s Department. The underlying 
philosophy of the recent Interna- 
tional Management Congress was 
one of recognition and acceptance 
of management's responsibilities to 
the stockholders, the employees, the 
general public and the government. 
This psychological background of 
business leadership obviously re- 
leases a demand for information 
which lies within the reach of every 
controller. Management must have 
this information translated in a man- 
ner that enlightens the understand- 
ing of each group which it informs, 
and the degree to which the control- 
ler is successful in meeting this new 
order of things may well fix his place 
in the executive councils of business 
enterprise. 


EDUCATION FOR CONTROLLERSHIP 
Non-EXISTENT 


If we subscribe to this concept of 
the controller's technical and intel- 
lectual requirements, what then are 
the educational standards to which 
we should address ourselves in train- 
ing the young men who will follow 
in our foosteps? As one goes on in 
this rapidly changing business life, 
a few conclusions are hammered into 
us by the hard logic of facts. A com- 
monplace precept with which I am 
sure we agree is that when one en- 
gages upon a career it is well to 
prepare for that specific work and 
not occupy one’s time in acquiring 
information which has no possible 
bearing upon that objective. We 
should not attempt to thrust into the 
heads of our budding controllers a 
knowledge of things for which they 
may have no practical need. 

Education for controllership, to be 
sure, is at present generally non- 
existent or represented only by scat- 
tered courses rather than organized 
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programs; and, in various ways, our 
committee is surveying and testing 
those fundamentals which will pre- 
pare these young men for effective 
service. That equipment, we know, 
should cover a knowledge of finan- 
cial accounting, cost accounting, au- 
diting, systems, financial report struc- 
ture and analysis, taxation, office 
management and mechanical aids in 
office routine, budgetary procedure, 
and insurance. The student must be 
grounded in finance, production, 
marketing, and law. In addition to 
a general economics course, study of 
the money and banking structure, of 
business cycles, statistics, govern- 
mental regulation, and related sub- 
jects are essential to an enlarged view- 
point. 

The work in controllership prob- 
lems should define the function and 
discuss the relationship of the con- 
troller to other divisions of the busi- 
ness, his responsibility to stock- 
holders, and his duties under regu- 
latory laws. It may be of some value 
to record in this discussion a course 
of study recommended for control- 
lership outlook in an educational 
institution with which I am identi- 
fied as a member of the Advisory 
Council. We regard as essential sub- 
jects—English, Mathematics, General 
and Cost Accounting, Law, Mar- 
keting, Economics, Finance, Con- 
temporary Opinion, Recent Eco- 
nomic Trends, American Economic 
History, Political Science, Interna- 
tional Economics, Banking, Labor 
Problems, Insurance, Industrial Man- 
agement, and Statistics. We regard 
as desirable for broader intellectual 
scope, although not essential, Mod- 
ern Literature, International Relations, 
Real Estate, Advertising, Journalism, 
Psychology, and Public Speaking. 


ORGANIZED Courses DIFFICULT 


The problems faced by the con- 
troller in day-to-day practice are of 
such variety and diversification that 
the difficulties of organized courses 
immediately become apparent. Con- 
sideration should be given to the 
question of whether this training is 
best included in the undergraduate 
program or better undertaken as 
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graduate work. There is a consider- 
able gap between the conclusion of 
a candidate’s formal education and 
the time when he reasonably may be 
expected to assume the duties of a 
controller. That gap should be used 
for the purpose of acquiring practi- 
cal experience by employment in 
the controllership divisions of busi- 
ness. The controller's position is 
one that may be attained only after 
wide range of experience, and the task 
of the university is to lay the proper 
groundwork and introduce as much 
practical material as can conveniently 
be presented in the time allowed. 

It may be that no more than an 
introduction to essential subjects is 
possible. Nevertheless, with careful 
selection of material the student can 
acquire an appreciation of the prob- 
lems involved, an introduction to the 
principles applicable, and a definite 
point of view which will fit him for 
approach to a career in controller- 
ship. To his apprenticeship must be 
left the task of developing facility 
and judgment in meeting particular 
situations. The academic program 
can do no more than develop depth 
of analytical thinking, breadth of 
background, and a proper point of view. 

Our committee, in its approach to 
the basis of cooperative effort between 
your universities and The Institute, 
received many helpful suggestions. A 
certain number recommended that we 
indicate what a specific course or cur- 
riculum in controllership should rep- 
resent. Others suggested that The 
Institute make available practical prob- 
lem material for educational use, that 
specialized courses be given, that the 
courses should emphasize fundamen- 
tals rather than procedure, or that 
they should deal with technique 
rather than principles. 


THREE PHASES OF EDUCATIONAL 
EFFORT 


What is needed most, probably, 
is a change in point of view on the 
part of educators toward accounting 
training. Although the leaders of 
our business universities recognize 
that a majority of their graduates 
enter private rather than public ac- 
counting, a great many continue to 
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think in terms of training for public 
practice. Boiled down to essentials, 
all of the suggestions introduced 
seem to point to the conclusion that 
there are three progressive phases of 
educational effort necessary to con- 
trollership background. 


1. Formal academic training which 
provides the technical foundation 
in subjects that fall within range 
of the controller's work. 

2. Apprenticeship and practical busi- 
ness experience dealing with the 
problems of controllership. 

3. Membership in professional groups, 
such as The Controllers Institute of 
America, for expansion of viewpoint. 


As such a professional group The 
Controllers Institute has a definite 
responsibility in seeking the correct 
path to educational perfection of its 
future members. For this reason, 
practical problem material is regu- 
larly being made available to colle- 
giate schools of business through 
the pages of The Institute's monthly 
publication. This probably consti- 
tutes our most important contribu- 
tion, and it will be continued. We 
are maintaining contact with your 
committee and with the American 
Accounting Association. Our mem- 
bers are continuously available for 
counsel in the approval of control- 
lership courses and for appearance 
at conferences such as this for the 
solution of problems in which there 
may be a common interest. 


LOGIC AND RATIONALIZATION 
IMPORTANT FACTORS 


If the American university is to 
render the services to which I have 
referred there must be more direct 
appreciation by the scholar of the 
day-to-day practical problems of bus- 
iness. Logic and _ rationalization, 
leading to scientifically determined 
facts and principles, are becoming 
increasingly important factors in 
business administration. We regard 
the mission of the university as one 
that will teach young men how to 
prepare fact foundations and prin- 
ciple foundations for their thinking 
so that the product of that thought 
will be geared to factual knowledge 








rather than unsupported opinions. 
Scholarship working through re- 
search is already equipped wih a vast 
mass of factual knowledge, but an- 
swers to the problems of business are 
not to be found in statistics and 
mathematical computations alone. If 
the answers are to be useful they 
must be tested by the experience and 
judgment of men engaged in operat- 
ing our system of economy as it 
exists. We who represent The Con- 
trollers Institute of America are firm 
believers in this form of cooperation 
between business, the professions, and 
the university. It is by such channels 
of approach that we may best discharge 
our obligation to the minds that are 
being molded for the future responsi- 
bilities of American business. 


ANNUAL INSURANCE 
CONFERENCE 


The American Management Asso- 
ciation will hold its Annual Insurance 
Conference on May 22 and 23, 1939, 
at Hotel Claridge, Atlantic City. Ar- 
rangements for the meeting have been 
under the direction of Mr. J. H. 
Nickell, manager, insurance division, 
of the Philadelphia Electric Company, 
who is serving his second year as vice- 
president of the AMA Insurance Divi- 
sion. 

The program announces papers which 
will be presentations on important cur- 
rent insurance problems by speakers 
of national standing as follows: 

Monday morning, ‘The Legal As- 
pects of Social Security,” by Thomas 
Watters, Jr., and ‘The Broker's Mes- 
sage to the Insurance Buyer,” by Ralph 
Morrell. On Monday afternoon, 
“Boiler and Machinery Coverage,” 
subdivided into (a) “The Insured,” 
by Reginald Fleming and (b) ‘The 
Insurer,’ by James H. Coburn. 

On Tuesday morning, questions and 
answers by Prof. Ralph H. Blanchard, 
and five assistants. On Tuesday after- 
noon, luncheon at one P.M., “‘Recipro- 
cal Insurance,” by Ernest W. Brown; 
afternoon session, “Fire Prevention,”’ 
by George W. Elliott, and motion pic- 
tures, “The March of Time,” and “Ap- 
proved by the Underwriters.” 

Executives with insurance respon- 
sibilities are invited to attend the con- 
ference. 














Case Material on Controllership Problems _ 








Controller Requests Power to 
Approve Proposed Expenditures 


In addition to his charges of interfer- 
ence with and usurpation by the treas- 
urer of power specifically given to the 
controller, the controller of the Yel- 
lowstone Manufacturing Company! felt 
that the by-law definition of powers 
and duties of the controller and as- 
sistant controllers was not sufficiently 
strong in three directions. 

The by-law provision affecting the 
controller was as follows: 


Duties of Controller and Assistant 
Controllers 


“The Board of Directors shall appoint 
a controller who shall prescribe the sys- 
tem of accounts. He shall have immediate 
charge of all books and records of account 
except as otherwise provided for by reso- 
lution of the Board of Directors, and he 
shall have the supervision and direction of 
all other accounts of the company and of 
any company which this company con- 
trols by ownership of stock or otherwise. 
He shall require reports from the treasurer 
and from all other officers and agents of 
the company who receive or disburse funds 
for its account, at such time and in such 
form as he may deem advisable, showing 
all receipts and disbursements. He shall 
maintain, or cause to be maintained, neces- 
sary records of the company’s personal 
property, so that proper accounting may 
be had therefor, and may require such 
periodical reports from the custodians 
thereof as he may deem necessary. He shall 
approve for payment all vouchers, pay- 
rolls, drafts, and other accounts payable; 
he shall countersign all warrants drawn by 
the treasurer for the depositing of securi- 
ties in the safe deposit boxes of the com- 
pany, or their withdrawal therefrom; and 
he may, with the approval of the Board of 
Directors or of the president, delegate 
such duties by designation in writing to 
one or more of his assistants. He shall 
cause periodical audits to be made at 
least once in each fiscal year of all ac- 
counts, both of the company and of its 
subsidiaries, of the treasurer’s funds and 
securities, and of the secretary's books 
and papers, by auditors appointed by the 

1See April, 1939, issue, page 133, for a re- 
port on the clash of controllership and treas- 
ury functions. 


chairman of the Board of Directors or 
the president. He shall compile and main- 
tain such accounting and statistical rec- 
ords and data as may be required, and 
shall prepare and submit to the execu- 
tive officers and to the Board of Direc- 
tors, such periodical and special financial 
statements as may be called for by them. 
He shall be subject in all matters to the 
control of the Board of Directors.” 


The controller early brought the 
question of the need for revision of 
the by-laws to the attention of the 
president in the form of a memoran- 
dum under the title of “Proposed Re- 
vision of the by-laws to clarify the 
functions of the treasurer and con- 
troller.” No action was taken. Ulti- 
mately he included this question in 
his appeal to the Board of Directors. 
This letter, dated November 16, 1936, 
included the following: 


“Unfortunately, but with all due re- 
spect for the ones who drafted them, the 
by-laws do not provide for real control 
of expenditures and of policies and prac- 
tices in other phases of the business ad- 
ministration which go to the heart of 
profits. For example, there are no pro- 





MEMBERSHIP IN 
CONTROLLERS 
INSTITUTE 


HE Controllers Institute of Amer- | 
ica is a technical and professional 
organization, membership in which is 
open to controllers and to those per- 
forming the duties of a controller, 
even though they may have some other 
title, such as, vice-president, treasurer, 
assistant treasurer, or secretary. Dues 
are $25 a year. | 
Whether a controller becomes a | 
member of the Institute or not is 
purely a personal matter. Membership 
is on an individual basis, and eligibility 
depends largely on personal qualifica- | 
tions—training, experience, education, 
nature of position held, degree of re- 
sponsibility, and whether the applicant 
is of controllership standing. Full in- | 
formation on request. 
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visions in them for the following essen- 
tial control functions: 


“First, approval of proposed expendi- 
tures, before commitment to spend 
is made. 

“Note: As presently constituted the 
controller is a ‘rubber stamp’ as to ex- 
penditures. The by-law gives him 
merely the mandate to sign the voucher 
after the company has been committed, 
by an accredited representative, to the 
expenditure. 


“Second, responsibility for preparation 
of budgets, and effective control 
thereof after approval. 


“Third, right to restrict or stop, sub- 
ject to veto by the president, the 
execution of policies or practices (in 
all departments of the business) 
which tend to reduce the budgeted 
or desired result. 


“Specific recommendations as to re- 
vised or additional by-laws will be gladly 
submitted if desired.” 


His appeal on the points of clash 
between him and the treasurer brought 
about his resignation. No action was 
taken on the matter of change of the 
by-laws. 


(Editorial Note: Comments and dis- 
cussion, particularly on the first and 
third recommendations, are solicited. 
What is the general practice on these 
points?) 


AUDITING, by Ernest Coulter Davies, As- 
sociate Professor of Accounting in North- 
western University, assisted by the staff of 
the Department of Accounting; xviii, 307 
pages. Ronald Press, New York, 1938. 
$4.50. 

This is one of six volumes of the Com- 
plete Accounting Course of the University. 
It consists of sixteen unit lectures in a 
loose-leaf binder. These cover (1) Prepa- 
ration for Audit, (2) Mechanics of Audit- 
ing, (3) Cash and Cash Funds, (4) Re- 
ceivables, (5) Inventories, (6) Investments 
and Deferred Charges, (7) and (8) Fixed, 
Wasting, and Intangible Assets, (9) Cur- 
rent Liabilities, (10) Funded Debt, Re- 
serves, Contingent Liabilities, (11) Pro- 
prietorship—Profit and Loss, (12) Closing 
the Audit, (13) to (15) Auditor’s Cer- 
tificates, Special Points, Detailed and In- 
ternal Audits. Stress is laid on what to 
do, how to do it and, to some extent, how 
much to do. This is a text book for stu- 
dents and not a reference manual. 


Reviewed by E. STEWART FREEMAN. 








Powerful Resurgence of Enterprise 
Must Come Soon 


As matters are moving in the world 
today, and particularly in this coun- 
try, many thoughtful Americans are 
wondering whether “The World of 
Tomorrow” is anything but an idle 
day-dream, a wishful fantasy about the 
future, for the passing entertainment 
of careless crowds of wanderers seek- 
ing to escape from their ever-present 
sense of hopeless confusion and anx- 
iety about the future. 

They realize that none of the mar- 
vels of science and industry displayed 
in the spectacle of the World’s Fair 
will ever be anything more than ex- 
hibits in a freak museum, without any 
real meaning for the future prosperity 
of the American people, unless the 
underlying conditions and tendencies 
in our political and economic life are 
checked and corrected very soon. All 
these marvels are merely examples of 
the creative accomplishment of the 
able, industrious, and thrifty members 
of the community. They represent 
what has been done and what might 
be done by the enterprise and the re- 
sources of our citizens in lifting the 
standard of life and promoting the 
security, comfort and convenience of 
civilized society. 


WONDERS CREATED BY PEOPLE, 
Not GovERNMENTS 


Though many governments have 
sponsored exhibits at the Fair, not a 
single one of the wonders in it has 
been created by any government. 
Everything there has been done by the 
ingenuity, effort and foresight of peo- 
ple. It is a product of their social re- 
sources, and it has been accomplished 
in spite of the handicap of political 
waste and exploitation that becomes 
more oppressive and paralyzing day 
by day in every country, as one nation 
after another slips back into the static 
and rigid feudalism under which the 
world lived up to a couple of hundred 
years ago. 


By VIRGIL JORDAN 


When Professor Millikan said the 
other day that our progress in the next 
century will not be as great as that in 
the past century, he probably had in 
mind not only the enormous distance 
the world has moved in passing from 
feudalism to free enterprise, but also 
the possibility that this immense ad- 
vance may be lost if present tendencies 
continue. Certainly, it may be doubted 
that any of these miraculous achieve- 
ments of the creative imagination and 
patient industry of our people will 
ever amount to anything in the life 
of the world tomorrow unless there is 
soon in this country a powerful re- 
surgence of social energy and enter- 
prise through which the productive 
elements of the community can shake 
off the burden of political parasitism 
and join in a vigorous effort to clear 
away and reconstruct the wreckage 
left by the past ten years, and to re- 
sume progress in this country. 


ECONOMIC PROGRESS AT STANDSTILL 


The plain truth is that the spectacle 
of the World’s Fair is only a hopeful 
projection of what might have been if 
our progress had continued during the 
past decade. As a picture of the prob- 
able real future it is a pathetic self- 
deception. For nearly ten years eco- 
nomic progress in this country has at 
best been at a standstill. There has 





DDRESSING the closing din- 
ner of the Eastern Confer- 
ence of Controllers, Dr. Virgil 
| Jordan, president of National In- 
dustrial Conference Board, painted 
graphically the weakened eco- 
nomic condition of the United | 
States. The conference took place 
April 24, at Hotel Waldorf-As- 
toria, New York City. | 
There is presented here a brief 
summary of Dr. Jordan’s re- | 
marks. 


—THE Epitor. | 
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been no net improvement in its cur- 
rent standard of living or in the basis 
of its future prosperity. Not only in 
real income, but in real wealth or pro- 
ductive power, the people of the 
United States are poorer than they 
were ten years ago. The immeasurable 
amount of their capital resources and 
human working capacities has been 
dissipated, and the mainspring of 
progress—the enterprise of our peo- 
ple—has been broken. As a result of 
a decade of stagnation under economic 
depression and political oppression, 
the per capita output of goods and 
services by business enterprise in the 
United States is today less than it was 
thirty years ago. 

The country is not only poorer but 
weaker. It is confused, divided and 
demoralized. The independence, in- 
tegrity and creative power of the Amer- 
ican people are crippled today by 
doubt of their government’s compe- 
tence, suspicion of its purposes, and 
fear of its persecution. Everywhere, 
beneath the superficial appearance of 
customary activity and fatalistic ac- 
ceptance of the drift of events, there is 
anxiety or despair about the future, 
and productive effort and constructive 
planning for tomorrow are suspended 
or abandoned while the American peo- 
ple live from day to day on the ac- 
complishment and resources of their 
past. 


CONTINUED DEPRESSION, OR 
DISASTER THROUGH WAR 


Though they are afraid to say so, 
all candid men know that as matters 
stand in this country today, the only 
alternatives they can look forward to 
are continued depression and ultimate 
collapse of the enterprise organization 
under the chronic economic anaemia 
that has been produced by six years of 
political waste and exploitation, or 
reckless involvement in the feverish 
destruction of another world war, 


(Please turn. to page 187) 








If Outside Check of Inventories Is 
Needed, Here Is A Program 


Before presenting this paper may | 
make one comment? As you probably 
have heard, my firm was retained by 
the trustee of McKesson & Robbins 
to check the inventories This has not 
been completed; therefore, we are not 
at liberty to discuss the case except 
that the trustee has given permission 
for the references we have made to 
his company in this paper, and for us 
to say that although our work is not 
entirely completed our checks so far, 
as to quantities, quality and pricing of 
their December 31, 1938, inventories 
taken under the trustee, have turned 
out well and have revealed no impor- 
tant variations. All other examples 
refer to other cases. 

As a result of extensive publicity 
in the McKesson & Robbins situation, 
the subject of inventory verification has 
come in for plenty of discussion. Is 
there any one present who has not 
given thought to it and who does not 
have a bag full of suggestions ? 

These discussions have brought a 
consciousness that the method of fix- 
ing inventory values for audited bal- 
ance sheets and other purpose can be 
improved. But let me say at the out- 
set that it would be most inadvisable to 
jump to hasty conclusions in this im- 
portant subject. There is no need to 
indict our whole method of account- 
ing and auditing just because one of 
several thousand publicly owned com- 
panies has had inventory troubles. Nor 
should we fall back on the easy way 
out and say “there ought to be a law 

”’ without exploring for a bet- 
ter way. 

There have been all sorts of sugges- 
tions made, ranging from mandatory 
inventory checks to some other kind 
of checks; from having a new set of 
auditors each year to having stockhold- 
ers select the auditors; from Stock Ex- 
change rules to Securities and Ex- 
change Commission regulations, and 
soon. You have probably heard them 
all. But most of the suggestions are 


By E. S. COLDWELL 








HE author of this paper, which | 


was presented at the Eastern 
Spring Conference of Controllers 
in New York City on April 24, is 
with Ford, Bacon & Davis, Inc. 


He raises the question whether an | 


outside independent check of in- 


ventories (he deals almost en- | 


tirely with manufacturing com- 


panies) is needed, and states that | 
that can be determined by the pub- 
lic auditors. If such an outside | 


check is found to be necessary, he 
presents a program to be followed. 

Many companies can be found 
which, in making an internal 


audit, and in pricing, follow the | 
program outlined, using their own | 
employees; but undoubtedly there | 


are numerous concerns in which | 


this program is not followed com- 
pletely. For such companies this 
program will be useful, whether 
the count and the pricing are per- 


formed by the company’s staff, | 


under com petent supervision, or 
whether an outside agency sepa- 


rate and apart from the public | 
auditors is engaged to do the | 


work. 


The principal problem here, it | 


would appear, is whether any out- 
side agency is needed for check- 
ing and pricing inventories, and 
whether this additional expense 
will be warranted. Public account- 
ants would like to widen the scope 
of their engagements to include 
closer checking of inventories than 
in the past, even though they do 
not claim to be specially qualified 
for this work; and engineering 
firms also would like this work. 
Business executives will ask them- 
selves the question, is any change 


necessary from the practice that | 
has been followed for many | 


years? —THE Epiror. 
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radical departures from today’s prac- 
tice—many of them will greatly in- 
crease costs—and my own opinion is 
that if somebody is really out to pad 
inventories most of these proposals 
will merely lock the door after the 
horse is gone—or maybe I should say 
after the horse is in the stall. 


EXISTING PRACTICE CAN SUFFICE 


On the other hand, I believe there 
is a way to accomplish the desired re- 
sult by means of existing practice and 
at minimum expense. 

My firm has been asked by persons 
in public authority to offer suggestions 
on this subject, and I am going to give 
you the answer that we shall make. 

As all of you know, the item of “‘In- 
ventory” shown under current assets 
on the balance sheet of an industrial 
concern often exceeds cash ten or fif- 
teen times and all of you understand 
why. Inventories, along with cash, 
receivables, and other items are there 
to meet current liabilities. If they are 
not there, working capital is impaired, 
the management is cramped, and in- 
vestors are misled. 

Public accountants in making their 
audits invariably check cash but ordi- 
narily their work on inventories is han- 
dled in a different way. As a tule, a 
statement of inventories is submitted to 
them by the responsible officials of the 
company. Some auditing firms accept 
this statement as such or accept it after 
a few test checks on the methods of its 
preparation, and this is particularly 
true for the larger corporations where 
inventories are very large and complex. 
Other auditing firms check parts of the 
inventory and the pricing, and still 
others in some cases—usually in the 
smaller companies having simple in- 
ventories—check the quantities or the 
count. Generally speaking, however, 
a public accountant does not hold him- 
self out to be an expert qualified to 
pass upon extensive inventories of a 
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technical nature. The liabilities of act- 
ing as an expert, when you are not, 
are severe. 

Inventories represent money in the 
business just as much as does cash in 
the bank or marketable securities and 
at first thought it does seem a bit in- 
consistent that so much care should be 
exercised in checking cash and securi- 
ties and then accepting the word of 
company officials for larger sums of 
money represented in the inventory. 


EvERYBODY WoORRIES ABOUT 
INVENTORIES 


An eminent doctor tells me that 
worry measurably shortens a man’s 
life; if some practical means of in- 
dependently verifying inventories at 
low cost could be devised, there would 
follow an appreciable lengthening of 
the span of life of those bankers who 
regularly have to study their borrow- 
er’s balance sheets and who constantly 
worry whether or not the inventory 
item really is what is purports to be. 
In these days of Securities and Ex- 
change Commission Form 10 for reg- 
istrations on exchanges, directors and 
officers do their worrying too. 

A careful reading of the customary 
auditor’s certificate discloses in most 
cases, and there is no attempt to con- 
ceal the fact, that no independent tech- 
nical check has been made of the count 
of the inventory nor of its. value. 

One naturally asks whether a certifi- 
cate can be provided which is without 
qualification or reservation in respect 
of inventory. The answer is yes; a 
count and pricing of the inventory can 
be made independently of the com- 
pany by competent firms. But the cost 
of such a procedure is usually pro- 
hibitive. In the McKesson inventory, 
for example, there are between 30,000 
and 40,000 different kinds of items 
ranging from baby bottles to alarm 
clocks—you know how many different 
things you can buy in a drug store 
these days—and McKesson supplies 
them all. Over 2,000 men are needed 
to take their annual inventory and if 
this had to be done over again each 
year by an independent crew, the cost 
would be prohibitive. 
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WHAT CHECK POSSIBLE AT 
REASONABLE Cost ? 


Admitting then the impracticability 
of the complete and independent re- 
port on inventory, but granting the 
desirability, in some cases at least, of 
competent outside opinion respecting 
the validity of this item on the balance 
sheet, is there some check that can be 
applied to the inventories of industrial 
corporations that would be reliable 
and permit a satisfactory certificate and 
still be within the limits of reasonable 
cost ? 

The answer to this question is yes, 
such an independent check can be 
made and certified to and at a cost that 
should not prove prohibitive. 

The questions then arise: Should 
this check be mandatory on all listed 
companies? And should it be required 
annually ? 

In answering these questions in the 
negative, we realize that we shall differ 
with some of our friends and fail to 
go along with some of the proposals 
that have recently appeared from one 
source or another. 

Our reasoning is this: Under the Se- 
curities Exchange Act of 1934 it is 
mandatory that companies with securi- 
ties in the hands of the general pub- 
lic (listed securities) have their ac- 
counts audited annually by public 
accountants. The Securities Act of 
1933 also requires an audit when reg- 
istering new issues. In consequence, 
auditors are on the job at least once 
each year in all important companies 
and therefore they are in a position to 
know more about the facts than any 
other independent agency. In our 
opinion if anyone on the outside is 
to be called upon to judge whether or 
not an outside check of inventories is 
needed, the auditing firms are the logi- 
cal ones. 


How Was INVENTORY TAKEN ? 


It would be easy for the auditors 
to investigate annually the methods 
that the officials have used in prepar- 
ing the inventory statement. We do 
not mean by this a test check or inspec- 
tion of inventories but a general look- 
ing into the question of how and 
where the inventory was taken and 
checked and by whom, the competency 





of the inspectors and their relation to 
officials, how prices were obtained, 
what was done with obsolete items, 
what with machinery parts, whether 
inventory insurance is carried, and so 
on. They would carry this survey to 
the extent necessary to assure them- 
selves that there was no fraud and 
that the work was satisfactory. Audi- 
tors know well how to do this. From 
their brief study of this kind, made 
solely with the aim of turning up trou- 
ble, they can tell whether an inventory 
check in whole or in part ought to be 
made. If they need advice on special 
technical problems, it is available. A 
certificate stating that such an in- 
vestigation had been made and the 
methods were found to be satisfac- 
tory would be a great improvement 
over many certificates now being used. 

In recently presenting this view- 
point, the query was made: Assuming 
this practice was established, would the 
auditors have enough intestinal stam- 
ina to call for an inventory check if 
needed? And if their request was 
disregarded would they withhold their 
certificate? Just last year such an oc- 
casion arose. Public accountants were 
making an audit for the registration 
of new securities of a company in the 
automobile parts industry. They found 
that a physical count of the inventory 
had not been taken for five years and 
the figures on the balance sheet were 
supported merely by the perpetual 
book inventory. They refused to give 
their certificate until an independent 
check was made. Incidentally the fig- 
ures checked out very well. 


HIGH OPINION OF ACCOUNTING 
PROFESSION 


In the course of our many years in 
business we have met and worked with 
hundreds of auditing firms including 
every one of the larger firms. As a 
result we have a high opinion of the 
moral and ethical standing of their 
profession and believe as a part of the 
audit that they should be entrusted 
with the decision as to whether or 
not the outside check should be made. 
The added work, for the auditors, if 
any, would be small and the cost would 
be little as compared with any manda- 
tory inventory check. 
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Suppose the auditors call for an 
independent check on inventories or 
that the corporation’s officials desire 
to have one made to prove up their 
own statements. I said before that 
such a check could be made at reason- 
able cost and here is the way to go 
about it. 

Let us first consider briefly the tak- 
ing of a year-end inventory by com- 
pany employees and follow that by 
consideration of the method and scope 
of the independent test-check. 


I—TAKING THE INVENTORY 
Preliminary Work 

A certain amount of preliminary 
work must be done before any in- 
ventory is taken. The method of pro- 
cedure must be established, an organi- 
zation must be arranged, instructions 
must be prepared, and some physical 
preparations are usually necessary. 

The method of procedure as devel- 
oped by a company may be too cum- 
bersome for the type or quantity of 
material involved. If not properly de- 
vised, inaccuracies may result through 
failure to provide checking methods. 
The method for recording may defeat 
its purpose and lead to inaccuracies or 
confusion. The type of material and 
operations should be studied and the 
procedure arranged in such manner 
that the records of count and identifi- 
cation are legible and accurate. The 
manner and type of records should be 
such as to lend themselves to ease of 
recording and transmission so that the 
least expense possible will be involved 
in this operation. Inventory counts 
should be checked by the company and 
checking methods should be included 
in the procedure. Checking can be 
arranged so as to serve the purpose 
intended, or it can develop into a farce 
if the method is not properly devised. 

It may be found that some com- 
panies do no checking at all. How- 
ever, one company which had a check 
incorporated into its method of pro- 
cedure was found not to have followed 
it through and no arrangements were 
made for assuring that the check would 
be conducted properly. A definite un- 
derstanding seemed to have been 
reached among the crews taking inven- 
tory that the checking crews would 
be called upon to do as little work as 
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possible. It was found that the count- 
ing crews noted the count in a con- 
venient place with a piece of chalk and 
that the checking crews, instead of ac- 
tually making a count, used this figure 
for their check. Carelessness on the 
part of the counting crews seemed to 
be the order of the day as they seemed 
to have been assured that no actual 
check would be made of their work. 
Upon further investigation gross in- 
accuracies were disclosed. 


LACK OF CLERICAL SKILL DEPLORED 


The usual practice with most com- 
panies when taking inventories is to 
attempt to arrange the organization in 
such manner that all possible clerical 
talent available is engaged therein. 
However, the number of employees 
with such talent is not always sufficient 
to do the work in the required time 
hence the inventory organization al- 
most invariably includes many whose 
clerical experience is extremely lim- 
ited. Company executives usually have 
thorough knowledge of the capabili- 
ties of their own organizations. How- 
ever, even in these cases they may be 
assisted in arranging their organiza- 
tions in such manner that lack of cleri- 
cal skill will do the least harm and so 
that proper checks will be secured. 

As the company inventory organiza- 
tion includes the full range of intelli- 
gence and ability, it is necessary that 
instructions be issued in a manner 
which is simple enough to be under- 
stood by those in the lower range of 
intelligence. Instructions must be sim- 
ple, yet must be clear and cover so far 
as possible the contingencies which 
are liable to arise. 

A study of the arrangement of the 
material to be inventoried often dis- 
closes that a slight physical rearrange- 
ment prior to inventory taking will 
materially reduce the time of inventory 
and also the cost. A knowledge of 
operations, scheduling methods and 
the specific problems which may be de- 
termined from a preliminiary study 
will permit slight adjustments in 
scheduling which may also affect the 
physical arrangement of material prior 
to inventory time. Such studies become 
invaluable in cutting the cost of in- 
ventory taking and increasing its ac- 
curacy. 
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A certain company, manufacturing 
a wide variety of mechanical products, 
had several straight production lines 
for small parts which were used on 
many types of its product. On these 
production lines it was found that the 
material was brought to the line in 
containers to carry a specified quantity 
of parts, and at the end of the lines 
the finished parts were put in the same 
kind of containers and moved to the 
finished stockroom. At each machine 
in the line there were found to be 
many parts forming small material 
banks. By arranging the schedules of 
these lines properly the lines could be 
shut down at inventory time with all 
the banks on the machine worked out 
and only the raw material for that 
particular line and the finished parts 
from it left to be counted. This not 
only cut down the time of actual count- 
ing of the inventory, but also elimi- 
nated many variations of pricing for 
intermediate step operations. 


Must OBSERVE CONDITION 
OF MATERIAL 


Observations and study of the ma- 
terials involved prior to the taking of 
inventory will disclose facts with re- 
gard to the condition of the material 
which should affect pricing. A policy 
with regard to pricing of such ma- 
terials can be determined so that pric- 
ing may follow count with the least 
possible delay and errors be reduced 
to a minimum. Material in process, 
obsolete, slow-moving, off-grade and 
damaged material and the like, all re- 
quire study as to the policy to be fol- 
lowed. Proper means of identification 
can be arranged, need of physical seg- 
regation determined and means by 
which the records will definitely indi- 
cate the condition of the material and 
the effect upon the pricing, can be 
provided. 

A company manufacturing an assem- 
bled household product utilized some 
very light flat strip springs in its as- 
sembly which were of high quality and 
quite expensive. Examination of the 
material indicated that fully 60 per 
cent. of it was worthless because it 
had not been protected properly and 
rust spots had formed on the springs, 
making them useless. Had this inves- 


(Please turn to page 176) 








The Controller, May, 1939 








Brief Items from Here and There of Inifst 





— 





Accountant Advocates Greater Authority 

for Controllers 

More authority than in the past for 
independent action by corporation con- 
trollers is the remedy for loose account- 
ing and possible defalcations that was 
suggested by one prominent certified pub- 
lic accountant, Mr. Victor Stempf, in an 
address delivered recently in Allentown, 
Pennsylvania. The “Chronicle & News,” 
of Allentown, reports: 

Mr. Stempf said he believed controllers 
should be raised to the rank of officers 
of corporations by election and should be 
directly responsible to boards of direc- 
tors, instead of to individual officers. He 
cited the responsibility in corporations 
to protect thousands of stockholders and 
said officers themselves, although they 
may be large stockholders, are employees 
of the corporation with a responsibility 
to stockholders. 

Greater authority and higher rank for 
the controller seems to be a logical step 
to take to insure conservation of a cor- 
poration’s assets. 

Reporting to the board of directors, 
over the heads of the officers, is a pro- 
cedure for which controllers are not so 
keen, as was described in the April issue 
of “The Controller.” 


Monthly Reports and Payments 
Suspended in New York 


The requirements for submitting re- 
ports each month (Form UI-C1) and for 
monthly payment of contributions in ac- 
cordance with the previous regulations 
(Instructions 3 and 4) have been sus- 
pended by the Division of Placement and 
Unemployment Insurance of the State of 
New York. 

Pending issuance of subsequent regula- 
tions, instructions and forms to imple- 
ment quarterly employer reports and 
quarterly payment of contributions, em- 
ployers are required to maintain wage 
records in the same form as heretofore 
required under Section 521 of the labor 
law. 

This order of suspension of reporting 
requirements applies only to payrolls and 
payroll periods ending on and after April 
1, 1939, and does not alter any employer’s 
obligation to furnish monthly reports and 
to make monthly payments of contribu- 
tions for pay periods prior to April 1, 
1939. 

First Quarter Showed Small 
Amount of Effective Registrations 


During March, 1939, a total of $86,- 
286,000 of securities registered under the 








NOMINATING COMMITTEES 
APPOINTED BY CONTROLS 
Presidents of Controls have ap- 
pointed committees on nomina- 
tions for election of officers and 
| directors, during the past month. 
| Some Controls will have their 
| elections in May, and others in 
June. Newly elected officers and | 
directors will take office imme- 
diately, so that they may begin 
making plans for the fall meet- 
ings, and the year’s work as a 
whole. 











Securities Act of 1933 became fully ef- 
fective, bringing effective registrations 
for the first three months of 1939 to 
$250,696,000, the Securities and Exchange 
Commission announces. Although the 
March total represented a decided in- 
crease over the preceding month and was 
somewhat above the same month a year 
earlier, the gross amount shown for the 
first quarter was the smallest for any 
quarter since the first quarter of 1935. 

Of the securities fully effective in 
March, 1939, $62,280,000 was proposed 
for sale by issuers, as compared with 
$16,360,000 in February, 1939, and $63,- 
803,000 in March, 1938. The $215,- 
780,000 of securities proposed for sale by 
issuers in the first quarter of 1939 com- 
pared with $707,089,000 in the final 
quarter of 1938 and $274,329,000 in the 
first quarter of 1938. 


Form of Certificate with 
Respect to Inventories 


The manner in which one prominent 
company handled its inventory problem 
is indicated by this paragraph, taken 
from the certificate given by the public 
accountants: 

“Inventories were taken and priced 
by employees of the company and certi- 
fied to us by the management as to quan- 
tities, description and valuation. The in- 
ventory quantities and description thus 
determined were not verified by us. In 
respect to the valuation, the pricing and 
extensions were tested by us.” 


Majority of Workers’ Unemployment 
Compensation Appeals Cases Upheld 


Approximately 7 of every 10 workers’ 
appeals from decisions concerning their 





claims for unemployment benefits during 
1938 were successful on first appeal, ac- 
cording to a survey of state reports in- 
volving 13,987 workers received by the 
Social Security Board. 

The Board explained that all state un- 
employment compensation laws in con- 
formity with the Social Security Act pro- 
vide for a hearing upon appeal for any 
unemployed insured worker who is dis- 
satisfied with the decision on his benefit 
claim. Employers are also afforded an 
Opportunity for appeal with reference to 
benefits allowed a former employee. In 
most states a second or final appeal to 
the state commission or a board of re- 
view is provided for. 

The survey showed that 6 of every 10 
first appeals questioned the rate or dura- 
tion of benefits or the worker’s eligibility 
for benefits based on the state agency’s 
records of his earnings and wage credits. 

A total of 1,117 other cases involved 
workers’ failure to report at the local 
employment offices; 1,039 involved dis- 
charges for misconduct; and 1,045 con- 
cerned whether workers voluntarily left 
work. 

Employers filed only 4 per cent., or 
586 cases. Approximately 3 of every 10 
of these were successful. Most of the 
employer appeals involved discharge for 
misconduct, voluntary leaving, and sea- 
sonality. 

Of the total number of cases involved, 
9,713 originated in Pennsylvania and 
3,075 in New York. Other states report- 
ing more than 100 cases were Indiana, 
288; Michigan, 202; Oregon, 290; and 
Wisconsin, 446. 


SEC Participates in Sixty-Eight 
Reorganization Proceedings 

The Securities and Exchange Com- 
mission announced late in April that it 
has become a party to nineteen additional 
reorganization proceedings under Chap- 
ter X of the Bankruptcy Act, as amended. 
With the inclusion of these cases the 
Commission is now a party to sixty-eight 
proceedings under the statute. 


Employers Must File Collective 
Bargaining Agreements 

Employers claiming exemption from the 
maximum hours and overtime provisions 
of the Fair Labor Standards Act because 
they have “1,000 hour” or annual wage 
contracts with certified representatives of 
their employees, are required, under new 
regulations just issued by Administrator 
Elmer F. Andrews, to keep a copy of the 
agreement on the premises. In addition, 
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they must file copies of such agreements, 
and of all subsequent amendments or 
additions thereto, within thirty days after 
they are made, with the Administrator at 
Washington, D. C. 

Copies of collective bargaining agree- 
ments that were made prior to April 26, 
1939, should be reported and filed with 
the administrator at Washington on or 
before May 26, 1939. 

Employers will also be required, under 
the new regulations, to make and pre- 
serve a record designating each person 
employed pursuant to each such collec- 
tive bargaining agreement. 

These regulations pertain to Sections 
7(b)(1) and (2) of the Act, which pro- 
vide that no employer shall be deemed 
to have violated the Act by employing 
his workers for a work week in excess 
of forty-four hours without paying over- 
time, if such employees are employed in 
pursuance of an agreement ‘made as a 
result of collective bargaining by repre- 
sentatives of employees certified as bona- 
fide by the National Labor Relations 
Board.” This provides that no employee 
shall be employed more than one thou- 
sand hours during any period of twenty- 
six consecutive weeks, or in the case of 
an annual wage contract, provides that 
the employee shall not be employed more 
than two thousand hours during any pe- 
riod of fifty-two consecutive weeks. 

The new regulations emphasize the 
fact that the filing of such agreements 
with the Wage and Hour Administrator 
does not mean that the agreements them- 
selves meet the requirements of Section 
7(b)(1) or Section 7(b) (2). Filing copies 
of such agreements is considered neces- 
sary, however, to enable the Wage and 
Hour Administration to keep informed 
as to the extent and manner in which 
Sections 7(b)(1) and (2) are being ap- 
plied. 

Compliance with the new regulations 
for filing collective bargaining agree- 
ments does not release the employer from 
keeping the other records required by 
Regulations, Part 516, already promul- 
gated by the administrator. 


Summary of Facts Concerning 
Office Machine Manufacturers 


The Securities and Exchange Commis- 
sion has made public the eleventh of a 
series of reports known as the Census of 
American Listed Corporations. This re- 
port contains a summary of selected data 
on ten manufacturers of office machinery 
and equipment registered under the Secu- 
rities Exchange Act of 1934. It provides 








individual data for each of the companies 
and also combined data for all companies 
in each of the groups. Included in the 
data on individual companies are a gen- 
eral survey, the names of the parents 
and subsidiaries of each company, the 
outstanding security issues of each com- 
pany, sixteen financial and operating 
ratios for each company, salary data for 
each company, and individual balance 
sheets, profit and loss statements and sur- 
plus reconciliations. The combined data 
for each group as a whole include a bal- 
ance sheet, a profit and loss statement, a 
surplus reconciliation, totals of selected 
expense items, and sixteen financial and 
operating ratios. 


Hosiery Industry Committee 
Submits Wage Schedules 


The Hosiery Industry Committee under 
the Fair Labor Standards Act has recom- 
mended to Administrator Elmer F. An- 
drews of the Wage and Hour Division, 
minimum wage schedules for the indus- 
try which will increase the hourly wage 
rates of an estimated 46,000 workers, 
if the Administrator approves them after 
a public hearing. 

The committee recommended a 40-cent 
an hour minimum wage rate for the man- 
ufacture of full-fashioned hosiery, and a 
minimum rate of 3214 cents an hour for 
the seamless division of the industry. 


Half a Billion Dollars in Unemployment 
Benefits Paid to Workers 


Half a billion dollars in unemploy- 
ment benefits have been paid out to job- 
less workers since benefits first became 
payable, the Social Security Board an- 
nounces. During March, benefits in the 
forty-nine States and territories making 
payments amounted to nearly $49,000,000, 
an increase of nearly 41 per cent. over 
the previous month. More than a mil- 
lion workers were reported as drawing 
benefits in March, but by the middle of 
April the number had dropped to about 
750,000. 

Unemployment benefits are now being 
paid in all but two states, Illinois and 
Montana, and these will begin their bene- 
fit-payment programs in July, bringing 
the unemployment compensation system 
into full operation throughout the na- 
tion. 

The sharp rise in amount of benefits 
during March was partly due to the fact 
that increased payments were made by 
the eighteen States which first accepted 
claims in January, reflecting the usual ex- 


perience of states in the initial stages of 
their benefit-paying programs. To an 
even greater extent, however, this rise 
was due to pronounced increases occur- 
ring in states such as California, Minne- 
sota, New York, Pennsylvania, and West 
Virginia, which had been paying benefits 
since January, 1938. The increases in 
these states were largely attributable to 
the beginning of new benefit years, which 
made available additional wage credits 
for benefit-payment purposes. 


New Definition of Area of Production 
Is Issued 


Administrator Elmer F. Andrews has 
promulgated a redefinition of the much- 
disputed “Area of Production” phrase of 
the Fair Labor Standards Act. The new 
definition exempts from the wage and 
hour provisions of the act employees en- 
gaged in the canning, packing and storing 
of fresh fruits and vegetables who are 
employed in establishments situated in the 
open country or in towns of less than 
2,500 and which draw all their products 
from within a radius of ten miles. There 
are approximately 325,000 employees en- 
gaged in the fresh fruits and vegetables 
industry. The employers generally have 
been asking a definition of “area of pro- 
duction” which will be so broad as to 
exempt practically all of the employees 
in the industry. Labor, on the other 
hand, has urged a definition so narrow 
in scope as virtually to exempt no one. 
The definition just issued will, in the 
opinion of Mr. Andrews, produce a min- 
imum of discrimination and economic 
dislocation. 





Inquiries Concerning Institute Invited 

The Controllers Institute of Amer- 
ica is a technical, and in a sense a 
professional organization composed 
of nearly 1,200 controllers of the 
larger corporations of the United 
States. Membership is open to con- 
trollers, and to those performing the 
duties of a controller as defined by 
The Institute, even though the appli- 
cant may have some other title. In- 
quiries are invited. A description 
of the duties of a controller, as de- 
fined by The Institute, will be sent on 
request. Address, The Controllers 
Institute of America, One East Forty- 
second Street, New York City. 
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Check of Inventories 
(Continued from page 173) 
tigation not been made, the springs 
would have been taken into inventory 
at their full value. Valuable or deli- 
cate material must be investigated by 
competent persons in order to arrive at 
such determinations. In another case, 
investigators found that packages of 
goods had been improperly marked un- 
intentionally. The identification given 
the material had been taken from the 
markings on the packages and it was 
only the insistence of the investigator 
in checking the material itself for iden- 
tification that led to the discovery of 
the error. In this case, had the error 
not been discovered, it would have led 
to understating the inventory as the 
identifying marks on the packages in- 
dicated a cheap material whereas the 
actual material contained therein was 

very expensive. 

With the best of organizations, in- 
accuracies will creep in and it will be 
found that check counts do not always 
agree. Methods can be established 
whereby such discrepancies can be 
brought to light immediately and cor- 
rections and adjustments made by 
means of secondary checks. 


Inventory Count 


Every precaution must be exerted to 
secure proper and simple identification 
and easy recording of counts. After 
material is identified the accuracy of 
the count depends upon the individual 
making it. 

Very few people like to take inven- 
tory as it usually involves a type of 
drudgery to which they are not accus- 
tomed. Even where they are most con- 
scientious, errors creep in which are 
often duplicated by the checking 
crews. The most common examples 
of this lie in packaged goods where 
the count should be fairly simple but 
where in the majority of cases arrival 
at the correct count is dependent upon 
multiplication of the number of parts 
in a row by the number of rows. This 
is aggravated in the case where access 
to the stack is not easily obtained and 
some physical labor is necessary to 
clear the way. Examples have been 
found, on rechecking, where one com- 
plete bank of material had been 
omitted from the calculations of both 
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the counting and checking crews and 
it was necessary to conduct spot re- 
checks in order to assure that like er- 
rors had not been extended to other 
products. 


Pricing 

The policy with regard to pricing 
should be determined before the actual 
inventory taking is started. Executives 
can be assisted, by means of a pre- 
liminary study, in establishing a policy 
which is compatible with accuracy and 
sound business practice and which will 
provide as true a reflection of the in- 
ventory values as is necessary. 

It was found in the case of a com- 
pany making plumbing supplies, that 
certain of its products had had no call 
for a long period of time and thus had 
become practically obsolete. This ma- 
terial was carried at full value. A 
further investigation disclosed that 
slow-moving and obsolete materials 
represented a goodly proportion of its 
inventory values. Some of this ma- 
terial had also deteriorated while in 
stock. A policy was established, and 
means provided for carrying this policy 
into effect, which gave a more accurate 
reflection of the actual values in in- 
ventories based upon current accept- 
ance of the products. 

The arrangement of pricing data can 
be determined prior to inventory tak- 
ing in such manner that the selection 
of the proper and accurate prices be- 
comes a relatively speedy operation. 
Knowledge of materials, manufactur- 
ing practices and current conditions 
assist in the accumulation and arrange- 
ment of such data in a practical man- 
ner. It is particularly necessary that 
such knowledge be available so that 
pricing materials in process, obsolete, 
slow-moving materials, off-grade goods 
and, in many cases, classifications of 
finished goods, can be properly estab- 
lished. 

Having discussed the procedure of 
taking an inventory, let us now con- 
sider how it can be checked independ- 
ently both as to degree, practicability 
and effectiveness. 


II—CHECKING THE INVENTORY 

It should be clearly kept in mind 
at the outset that there are five major 
determinations for inventory checks 





that must be made, those five being: 

Existence 

Quantity (accuracy of the count) 

Condition (obsolescence, damage, 
overstock, and the like) 

Correctness of Prices Applied (the 
lower of stated cost or market) 

Ownership (many stocks contain 
goods on consignment) 


Existence 

The only sure method of handling 
this phase of the test check is to have 
members of the organization making 
the check, verify the existence by visit- 
ing the locations at which inventory 
is maintained. It is usually done in 
connection with the count verification 
noted below. 


Quantity 

The test check of the count must be 
made at the time the company takes 
the inventory and a sufficient number 
of independent verifiers must be pro- 
vided for. These verifiers should move 
from crew to crew, watch the count, 
arrange to have large piles broken 
down to make sure that they are not 
hollow in the center and make such 
other checks as have previously been 
determined upon. They should not 
handle the company’s product them- 
selves, that being done by laborers sup- 
plied by the company. Where differ- 
ences in count are found, they should 
be called to the attention of the com- 
pany representative and corrections 
made at once. Records of the items 
rechecked by the verifiers should be 
maintained by them in sufficiently de- 
tailed form to insure the finding of 
those items on the company’s inven- 
tory sheets at some later date. This is 
particularly important in cases where 
the verification is being made for a 
court or other public body. 

If inventories are in more than one 
location in the same city, or in differ- 
ent cities, the verifications should be 
made simultaneously. If this is not 
done it is possible for the same ma- 
terial to be moved from place to place 
and have it counted more than once. 


Condition 
The verification of the condition of 
the inventory is a matter that requires 


(Please turn to page 178) 

















Auto-Lite Spark-Plugs (ere undergoing 
rigid inspection) are one of 400 auto- 
motive parts and appliances made by 
The Electric Auto-Lite Company. 
“Spark-plug’”’ of Auto-Lite figure-work 
methods: the Comptometer. 


Electric Auto-Lite Company enthusiastic about COMPTOMETER ECONOMY 





Are your firm’s figure-work methods ‘Aitting on all cylinders”? 
May our representative show you how “‘Comptometer Econ- 
omy” applies to your business? Telephone your local Compt- 
ometer office—or write direct to Felt & Tarrant Mfg. Co., 
1734 N. Paulina St., Chicago, Il. 


If you drive a car, you’re probably an “indirect customer” 
of The Electric Auto-Lite Company .. . for, through its 
17 manufacturing plants, Electric Auto-Lite produces more 
than 400 automotive parts and appliances. 

At this Company’s main plant and executive offices at 
Toledo, Ohio, Comptometers handle the great bulk of 
Auto-Lite figure work: Payroll, Sales Analysis, Statistical, 
Planning, Costs, Comptroller’s Department and General 
Accounting. 

In the Sales Analysis Department, an average of 32,000 
invoices (averaging 5 items to the invoice) are received 
each month. From these, over 100 separate summarizing 
reports are compiled each month, and sales analyses must 
be ready in four working days after the first of the month. 

Mr. W. V. Flood, Comptroller of The Electric Auto- 
Lite Company, says: ‘The high speed, extreme flexibility and 
Controlled-Key accuracy afforded by Comptometers—and the 
Comptometer Peg-Board and Unit Ticket methods—have been 
important factors in enabling us to maintain rigid control at 
all times... and give the phrase ‘Comptometer economy’ very 


real and important meaning!” 


COMPTOMETER....... 
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Check of Inventories 
(Continued from page 176) 

the study of the product itself, com- 
pany records, the market for the prod- 
uct and a number of other items that 
vary materially dependent upon the 
product itself. Usually these detailed 
checks must be worked up for each 
particular job. The wide experience 
of the rechecking organization is a 
vital factor here. There is no prac- 
tical value in making an accurate check 
of the existence and of the count and 
then not being reasonably sure that 
obsolete material has not been in- 
cluded, or such an overstock that it 
will deteriorate before there is much 
chance of it being used. 


Correctness of the Prices Applied 

This is a matter that requires the 
usual check against the vendors’ in- 
voices and then making allowances for 
discounts, special deals and similar 
items. Test checks of this kind are 
made by most professional accounting 
organizations hence I do not believe 
that it would serve any useful purpose 
to discuss them in detail at this time. 

Under this general heading would 
come test checks of extensions, totals 
and the clerical work involved in pre- 
paring the final figures. It is obvious 
of course, that certification of inven- 
tory values can be made only after 
some checks have been made of the 
clerical accuracy. The supervisory ob- 
servation of extensions and totaling of 
inventories should be carried on by the 
organization furnishing the certifica- 
tion. The cooperation of the company 
executives, accountants and the profes- 
sional organization doing the company 
auditing is necessary. 

The organization certifying to an 
inventory has, of necessity, studied all 
phases in connection with the inven- 
tory values. From a definite knowl- 
edge of the inventory materials and 
the operations involved in producing 
them, it is best qualified to compare 
such totals with existing book totals 
and to determine the reasons under- 
lying any adjustments which are essen- 
tial. The method of making such 
adjustments can be determined in co- 
operation with the auditing organiza- 
tions. 
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Ownership 

This, again, is a matter that requires 
verifications such as are in common use 
by independent auditors. In general, 
this phase of the work should be made 
a part of the audit rather than of the 
inventory check. 


CONCLUSION 


In closing this paper I should like to 
bring out the point that inventory veri- 
fications are certainly not warranted 
in all cases. Much depends upon the 
company itself and upon its method of 
operation, whether or not its capital 
stock is closely held, and the like. 
Other factors of considerable impor- 
tance are the kind and number of dif- 
ferent products made, the style factor 


and seasonal fluctuations in the sales. 

In some companies independent 
verifications by engineers might well 
be made each year for some sections 
of the inventory, as the cost of com- 
plete annual verification might be pro- 
hibitive. In other cases the low cost 
of doing the whole job annually might 
make it well worth while. Each case 
must be studied by the responsible in- 
dividuals and a decision reached based 
upon the conditions surrounding the 
operations of that particular company. 
As I said above, if the responsibility 
for decision is to be on the outside, it 
could well be assumed by the auditors. 
A mandatory requirement for annual 
independent checking of inventories 
would be too costly and an unnecessary 
burden on industry. 


Control of Inventory Closely Tied In 
With Control of Entire Business 


By C. J. ABBOTT 


Most of us, I believe, if asked 
whether we have any knowledge of 
our physical possessions would be in- 
clined to reply that we did and that we 
either had definite lists of such pos- 
sessions or could list them on short 
notice. Further, we would be very 
much inclined to resent any implica- 
tion that we did not make a thorough 
effort to control the acquisition of 
such possessions. In both assumptions, 
I believe we would find ourselves 
wrong. 

The further we have removed our- 
selves from living in a suitcase, the 
greater would be the error in that as- 
sumption. Whether we realize it or 
not, the moment we begin to set up 
our own establishments, we have a 
flow of material through them which 
increases and becomes more complex 
as the establishment grows. Yes, we 
can provide an inventory but, on sec- 
ond thought, does it include that file 
of old magazines, or the newspapers, 
or the gadgets we may have fallen for 
some day and purchased? Tools come 
in the same category, or the empty 
boxes our wives have saved come next 
Christmas, or any number of other 
things for which we have had a fan- 


cied use or fallen victim for to some 
advertising man’s honeyed words. 

Can we analyze the reason for hav- 
ing purchased those things and can we 
honestly say that we have a control 
over the purchase of them? The reply 
undoubtedly would be that our control 
is either by budget or our own good 
common sense. Businesses, if they 
are active at all, acquire possessions 
in much the same manner; some of 
these are acquired wisely, some fool- 
ishly, some by necessity and matter of 
routine to keep the business function- 
ing. 

As they are acquired, their values 
are very nicely distributed to the vari- 
ous inventory accounts, and in too 
many cases the only control is that 
afforded by the visual examination of 
the totals of these accounts. Like the 
individual, business is faced with a 
problem of keeping its possessions in 
line with its needs. Unlike the indi- 
vidual, it cannot hide its mistakes, 
throw them into the incinerator or 
wish them off on charity or a poor 
relative. Some means of control must 
be set up as there has not yet been 
established an automatic device for 
this purpose. 

(Please turn to page 180) 
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Late figures are a needless hindrance to every man of management... 
Tuat’s WHY MANY A BUSINESS EXECUTIVE HAS GONE ON RECORD IN FAVOR OF 
REMINGTON RAND TaABULATING MACHINES, IN JUST ABOUT THE FOLLOWING WORDS: 


“We're all agreed we urgently need up-to-date fig- 
ures. Not only faster figures, but also reports that 
tell us all the facts we ought to know. If we knew 
more about what’s bebind the figures we get, each of us 
could take firmer control of the divisions we manage. 


“Our present bookkeeping won't let us accomplish 
this, so I spent some time studying something that 
will. Let me tell you what I’ve learned about Rem- 
ington Rand Tabulating Machines. 

“First, | was impressed with their operating simplic- 
ity. | found only three major steps needed to get 
facts into printed report form. Every step is mechan- 
ically fast... mechanically accurate. Installation is easy, 
too. With proper planning, the change from our pres- 
ent system can be made without a hitch. Nor would we 
require any long, expensive training of our personnel. 


“In talking with several users, I gained ample evidence 
(I theMforld of Tomoxrow!]| Of the outstanding dependability 
okisfen | of Remington Rand Tabulating 
Machines. Frankly, gentlemen, that 
evidence amazed me. To a man, 
these executives are firmly con- 








vinced that for speed and accuracy, this mechanical 
bookkeeping method has no equal. 


“These machines are the answer to our problem of 
late figures and incomplete reports. Hundreds of cor- 
porations all over the country are using this equip- 
ment today. Some are larger than we, but many are 
smaller. At any rate, we Owe it to ourselves to get 
the facts. | move we ask the Remington Rand sales- 


man to come here tomorrow.” 


PHONE YOUR NEAREST REMINGTON RAND OFFICE TODAY. 
Or WRITE OR WIRE REMINGTON Ranp INc., TABULATING 
Macuines Division, Dept. 3, Burraco, N. Y. (IN CANADA: 
199 Bay STREET, TORONTO.) SALES AND SERVICE IN EVERY 
PRINCIPAL CITY THROUGHOUT NorTH AMERICA. 


Get Your Figure Facts Promptly 


Remington Rand 


e TABULATING MACHINES FOR e 
BOOKKEEPING AND ACCOUNTING 
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Control of Inventory 
(Continued from page 178) 
Best USE OF CAPITAL 


Inventory control concerns itself 
with that portion of business activity 
which has as its objective the best use 
of capital invested in materials. The 
information and knowledge necessary 
to control inventories is, in fact, that 
which is necessary for the effective 
conduct of the business, and the act 
of controlling inventories is so thor- 
oughly involved with the control of 
the business as a whole that it is im- 
possible to discuss inventory control 
without taking into consideration and 
discussing other phases of control. 

In order to conduct a business suc- 
cessfully over a period of years it is 
necessary to have knowledge of the 
markets the business is serving, their 
extent, the portion the business can be 
expected to secure and the special sea- 
sonal or emergency conditions which 
the business must prepare itself to 
meet. 


Markets 

The analysis of markets is not an 
exact science as the results obtained 
are dependent upon many variables, 
most of which are beyond the control 
of the individual business. The ap- 
proximation furnished by an analysis 
is so infinitely superior to lack of 
knowledge or uncoordinated knowl- 
edge of markets that modern business 
can not afford to operate without some 
such basis of information. The knowl- 
edge thus obtained may be used to 
prevent overexpansion of plant and 
overinvestment of funds in materials. 
It also provides a basis for measuring 
the ability of the company executives 
and affords the opportunity to make 
a reasonable estimate of the profitable- 
ness of the business during given pe- 
riods. 

Lack of knowledge of markets can 
create great difficulties. A president 
of a certain company secured the ap- 
proval of his directors to go into the 
steel barrel business and organized a 
separate division for this purpose. A 
barrel was developed, a building set 
aside for the purpose and sufficient 
machinery and other equipment pur- 
chased and installed to turn out the 
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barrels on a quantity basis. Unfortu- 
nately, the market had not been inves- 
tigated. The barrels were superior to 
anything on the market but the points 
of superiority were unnecessary for 
the purposes the barrels were to serve. 
They were heavier than steel drums 
and other steel barrels, and cost more 
to produce. The annual capacity of the 
productive unit was much greater than 
the total annual usage of steel drums 
and steel barrels of all varieties. A 
casual investigation of the market 
would have caused the executives to 
move with caution and a thorough 
market survey would have directed 
their activities away from the barrels 
and would have eliminated the large 





: i 7s an interesting suggestion 
that MR. ABBOTT makes in this 
paper, that an audit of the man- 
agement of a business be made 
occasionally by an outside agency. 
This is tied in with the thought 
that market surveys are essential 
to the successful conduct of busi- 
ness, and further that control of 
inventories is close to the con- 
trol of a business. 

The job of auditing manage- 
ment is one that usually is car- 
ried on continuously by the di- 
rectors and principal shareholders 
of a business. The time may come 
in any business enterprise when 
the directors and other owners 
may feel it necessary to add some- 
thing to the work done by their own 
research and technical depart- 
ments, in which case the so-called 
“audit of management” by an out- 
side agency would be helpful. 
Market surveys by the larger com- 
panies are usually made continu- 
ously by the controller and other 
trained technicians and economists 
of the company’s staff. Companies 
which are not large enough to 
carry such men on their payrolls 
frequently avail themselves of the 
services of outside technicians. 

The thought advanced by MR. 
ABBoTT, who is with Ford, Bacon 
G& Davis, Inc., should serve to dt- 
rect attention to these practices. 


—THE EpITor. 














and useless expenditure for equipment 
and tools which eventually led to liqui- 
dation of the company. 

With a market analysis available, a 
policy can be determined with regard 
to the proportion of the available mar- 
kets the company can serve and hold. 
It also leads to conclusions as to the 
profit to be obtained by serving vari- 
ous classifications of the markets. 

There are few businesses which do 
not have to cope with special condi- 
tions, such as those dominated by the 
seasons, or which may be classed as 
emergency conditions. In addition, 
there are special customer specifications 
with regard to product, packaging or 
special service requirements. Fairly 
definite information with regard to 
such conditions can be determined by 
analysis of the market. From this in- 
formation policies can also be set with 
regard to points of distribution, serv- 
ice materials necessary to carry far out- 
moded products, and also with regard 
to off-standard specifications or re- 
quirements. 


BuDGETS BASED ON MARKET 
ANALYSES 

Forecasts, budgets and other fac- 
tors of control for specific businesses 
are developed from market analyses. 
From the forecasts, materials required 
during given periods can be deter- 
mined and mechanics for control estab- 
lished to assure that, within reasonable 
limits, the materials will be on hand 
to satisfy the demand, whether regular, 
seasonal or emergency, and will not be 
accumulated in greater amounts than 
the forecast requirements. As a re- 
sult, the least amount of capital, con- 
sistent with practical operation, will 
be invested in material and the maxi- 
mum turnover will be secured. 


Mechanics of Control 

Basically, all the mechanics of in- 
ventory control have the same ele- 
ments. These are: the means of deter- 
mining from records, at any time, the 
quantities and values of materials of 
various kinds on hand, means of re- 
cording flow of material in and out of 
inventories and stocks, means of estab- 
lishing limits of maximum and mini- 


(Please turn to page 182) 
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Office Force to Build Toward Peak Loads. 


By planning your work so that each set of records 
is completed and proved as it is written, the 
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accumulate into a peak load at the end of the 
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Control of Inventory 
(Continued from page 180) 
mum quantities to be carried, and 
finally, means for replenishing when 
minimum limits are reached. 

The manner in which records can be 
set up to provide the information with 
regard to the quantity and values of 
materials on hand varies greatly with 
the type of business and the quantity 
of materials under consideration. The 
detail necessary for a process industry 
making but a few products is much 
less than that required for an industry 
making a variety of mechanical prod- 
ucts which necessitates keeping stocks 
of parts, sub-assemblies, assemblies 
and service parts for old models. 
Whether they are of a skeleton nature 
or extremely detailed, such records are 
perpetual inventories either in fact or 
intent. Whether they should currently 
reflect total amounts and total values 
and where these amounts and -values 
should be reflected depends entirely 
upon the type of operation. 

The question often arises in some 
warehouse operations, which consist in 
whole or in part of comparatively fast- 
moving inexpensive materials, whether 
constant recording of quantities is prac- 
tical. It is necessary to keep sufficient 
material on hand, yet the pitfalls of 
overstocking must be avoided. There- 
fore some means must be provided for 
checking quantities. These means may 
be simple and instead of recording the 
entire flow they may be concentrated 
on some focal points where a means of 
quantity check, either constant or pe- 
riodic, may be provided. Regardless of 
the simplicity of the means utilized, in 
order to function properly, the result 
must be some form of recording and 
must be made a matter of routine. 
Without such records, control of in- 
ventory becomes a matter of one or 
more individual's ability, both mental 
and physical, and is a dangerous and 
expensive proceeding. 

In smaller businessés and sometimes 
in larger ones, arguments are advanced 
that inventory records are not required, 
pointing to the expense involved in 
setting up records. In these cases it 
is overlooked that the records properly 
devised and operated are permanent, 
that they can be operated by compara- 
tively inexpensive personnel and that 


The Controller, May, 1939 


instead of throwing the burden upon 
the memory of a specific person, his 
mental ability can be turned to better 
and more profitable use. 


Must REFLECT SHIFTING VALUES 


The mere fact of establishing a rec- 
ord, at any given time, of materials in 
inventory is of no value unless quanti- 
ties of material which flow in and out 
of inventories are recorded and the rec- 
ords operated in such manner that not 
only quantities, but shifting values, are 
reflected. Some industries have been 
known to operate by taking an inven- 
tory at the beginning of the year and 
neglecting to make changes in the re- 
corded quantities or values until the 
next inventory period. In these cases 
the only control of quantity at inter- 
mediate periods has been by means of 
a visual check. Therefore during pe- 
riods of fluctuating raw material prices 
no control could be maintained effec- 
tively as inventory values of necessity 
would be based on estimated and not 
actual quantity. 

In order to control inventory, it is 
necessary that danger signals be estab- 
lished which will indicate points of 
approaching danger in overstocking in- 
ventory, or points of danger of allowed 
quantities of materials becoming so 
low that proper service can not be 
given to customers. Such maximum 
and minimum information must be 
determined from the market analysis. 
Further, seasonal maximums and mini- 
mums must be established wherever 
necessary. 

It might, for instance, be considered 
that everyone in the northern states is 
desirous of keeping his hands warm in 
the winter and, therefore, is a poten- 
tial customer for knitted or lined 
gloves. It would be a rather rash 
manufacturer who would proceed to 
manufacture such gloves in sufficient 
quantity to supply them to each and 
every person in those states and who, 
furthermore, in his contemplation of 
distribution would plan on shipments 
to customers during May and June. 
Yet situations equally fantastic arise 
regularly. 


BUDGETING FROM PAst EXPERIENCE 


Many businesses have been oper- 
ated for long periods in which there 


is no current market analysis and the 
market information has been built 
from past experience. Such concerns 
can build maximum and minimum data 
from past experience yet the knowl- 
edge of their markets may not be cor- 
related and they have no assurance that 
they are securing all of that portion of 
the market which it should be possible 
for them to secure. Their maximum 
and minimum quantities established, 
however, enable them very well to 
serve what they are satisfied to call 
their market even though it may not be 
considered that they are as successful 
as they would have been if they had a 
more scientific approach to the subject 
of market information. 


REPLENISHING STOCKS 

Assuming that maximum and mini- 
mum quantities are established on in- 
ventory control records, it is necessary 
to replenish stocks. This requires that 
information with regard to the condi- 
tion of the inventory reach the persons 
properly authorized to secure replen- 
ishment. In the case of purchased 
material, this requires furnishing in- 
formation to the persons responsible 
for purchasing. When material is man- 
ufactured by the company, the means 
provided for replenishment, if prop- 
erly developed, become the basis for 
the production control system. With 
certain types of production it is often 
found that maximum and minimum 
quantities as established by inventory 
or forecasts do not always coincide 
with the quantities which may be most 
economically produced. The two fac- 
tors must be coordinated and either 
maximum and minimum increased or 
else most economical production quan- 
tities changed to higher cost produc- 
tion and the pricing of finished goods 
changed accordingly. 


INVENTORY CONTROL MEANS 
CONTROL OF BUSINESS 


An attempt has been made to illus- 
trate the fact that inventory control in 
its marrow sense may be considered 
purely the mechanics established for 
recording current conditions of inven- 
tories. In its broader sense, inventory 
control is so involved in the other 
phases of control of the business that it 
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can not be discussed by itself. No 
matter how well the mechanics for 
recording are set up, if the information 
with regard to maximum current or 
seasonal requirements is not provided, 
the control will be of no value; if 
means of replenishment are not pro- 
vided, it can not operate satisfactorily. 
The mechanics for controlling inven- 
tories are likewise essential to the other 
phases of control in the business and 
should be established prior to them as 
the form and methods of operation 
are fully dependent on the methods 
used in control of inventories. Prop- 
erly established, the mechanics for the 
control of inventory can, without any 
difficulty, be made a portion of the 
control required for the entire busi- 
ness. 

Most important of all, however, is 
the use of control. All too often in- 
ventory control is considered purely 
as a system and not as an executive 
function. No matter how excellent the 
mechanism, its mere possession does 
not guarantee effective results. A good 
piano is a splendid piece of mechanism 
but the possession of the finest piano 
available does not guarantee music. 
Talent, understanding and practice are 
necessary for the production of har- 
monious sounds. Almost the same 
requirements are essential for applica- 
tion to inventory control mechanism 
before effective control can be secured. 
It will remain effective only so long 
as it receives sympathetic, intelligent 
direction. 

Two Controllers Participate 
In Gas Accounting Conference 

Mr. Herbert A. Ehrmann, of Consoli- 
dated Edison Company, of New York, 
and Mr. F. B. Flahive, of Columbia Gas 
& Electric Corporation, of New York, 
both members of The Controllers Insti- 
tute of America, took part in the program 
of the Accounting Section Conference of 
the Natural Gas Section of the American 
Gas Association at Tulsa, Oklahoma, 
May 8-11. 

Mr. Ehrmann presented a paper on 
“Accounting Section Activities and Or- 
ganization,” and Mr. Flahive on “Prop- 
erty Reserves.” 


Hat Industry Committee To 
Convene in Washington May 15 
The hat industry has appointed com- 
mittee number four, which is to convene 
in Washington May 15, to begin its 
work, under the Fair Labor Standards 
Act. 
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REVIEWS of Recent Business Publications 


THE ACCOUNTING REVIEW, for 
March, 1939, contains several interesting 
articles as follows: 


CAPITAL AND SURPLUS IN THE COR- 
PORATE BALANCE SHEET, by James L. 
Dobhr, The balance sheet is not two sided 
like a coin but three layered like a cake 
with (1) gross economic capital, i.e., as- 
sets, (2) liabilities, and (3) net economic 
capital or net assets. While (1) shows the 
assets itemized (3) represents collective 
ownership. The subdivision of net eco- 
nomic capital should be by (1) origins, 
(2) restrictions as to withdrawal, and (3) 
administrative control, e.g.: 


(A) Capital contributed by way of invest- 

ment (for shares or otherwise) 

(1) Restricted by law as to with- 
drawal or return to the stock- 
holders. 

(2) Not so restricted. 

Accumulated during the life time of 

the corporation, i.e., earnings less any 

distribution thereof. 

(1) Restricted by law as to with- 
drawal or return to the stock- 
holders. 

(All of the foregoing three items are 
invested in fixed assets.) 

(2) Not so restricted. 

(a) Appropriated by the direc- 
tors for the following pur- 
poses (itemized) fixed as- 
sets, working capital, debt 
retirement, contingencies, 
and the like. 
Unappropriated and avail- 
able for expansion, divi- 
dends, and the like. 


(B 


~ 


(b 


~~ 


SUGGESTIONS FOR REVISION OF 
TENTATIVE STATEMENT OF AC- 
COUNTING PRINCIPLES, by A. C. Lit- 
tleton. The central problem of accounting 
is to bring into association (in the present) 
the revenues identified with present per- 
formances and their related costs, and to 
bring into association in the future the 
revenues identified with the future and their 
related costs. This is the matching of 
effort (cost) with accomplishment (reve- 
nue). The income statement reports the 
assignment to the present and the balance 
sheet the assignment to the future. The 
latter serves as a means of carrying for- 
ward unamortized or  not-yet-deducted 
costs; it stands as a connecting link join- 
ing successive income statements. This 
conception of the balance sheet has no 
place for “valuation’’ in the sense of sub- 
jective judgment of utility, probable replace- 
ment price, or sales price. The rule-of- 
thumb “cost or market’ basis for inven- 
tories brings an anticipated, but as yet 
unrealized, price shrinkage into the income 
statement as a deduction from revenue 
before the reality of the loss has been ob- 
jectively tested and is thus inconsistent 


with the general principle outlined above 
and makes “cost of sales’ a misnomer. 
While for credit purposes the balance 
sheet upon occasion seems to need inven- 
tories at less than cost yet for calculating 
earnings objectively the income statement 
seems to need inventories at purchase-cost. 
The author suggests a reservation of sur- 
plus for any excess of cost over so-called 
market. He also makes suggestions in re- 
gard to the reconciliation of earnings and 
surplus. 


THE ECONOMIC SIGNIFICANCE OF 
RECENT PRICE LEGISLATION, by C. 
E. Griffin. As special manifestation of a 
general movement we have (1) the Robin- 
son-Patman Act which purports to prevent 
unwarranted price favoritism, (2) the state 
resale-price-maintenance laws with the fed- 
eral Miller-Tydings amendment, which give 
a maufacturer the legal right to specify the 
resale price of his branded goods, and (3) 
the state laws against selling below cost, 
aimed at preventing some retailers from 
injuring others by an uneconomical retail- 
ing policy. Each impinges upon prices in 
an apparently different way. Each has 
behind it good reasons which represent 
the rationalizing of the real reasons. To 
learn the latter we must look to see who 
were the sponsors and what were their 
motives. We find that all three types of 
legislation were passed at the instigation 
of the small independent retailers and the 
wholesalers who serve them in lines of 
trade where chain stores have made sub- 
stantial progress. 

If competition seems too severe (1) 
coerce the manufacturer under the resale- 
price maintenance laws into setting a satis- 
factory price, (2) prevent the giving of 
lower prices to larger buyers under the 
Robinson-Patman Act, (3) prevent the 
lowering of retail margins under the sales- 
below-costs laws. The result is that an 
efficient retailer can not reduce prices to 
consumers below the level required by his 
less efficient competitors. But as all of 
these are fraught with practical and legal 
difficulties the next step is to seek a death 
penalty law for the most serious competi- 
tors. Thus we have the same groups spon- 
soring the proposed federal anti-chain store 
law. 

The fact remains that the costs of mar- 
keting are to a considerable extent rob- 
bing us of the advantages gained in pro- 
duction. The market constitutes the scales 
upon which all new methods of marketing 
mst be weighed and there should be no 
laying of hands upon the scales or even a 
heavy thumb. Government inspection of 
the scales should aim not at favoring one 
party to a transaction or another but 
should merely see to it that the scales tell 
the truth. The fact that some of these 
laws are called ‘“‘fair-trade laws’’ should 
not blind us to the fact that their real 
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purpose is to preserve the status quo and 
prevent progress. In this respect however 
retailers are seeking no more than manu- 
facturers have sought from protective tar- 
iffs, what workers are doing through their 
unions, and professional people perhaps 
through raising the bars to admission. 

Lord Macauley predicted that democracy 
could not succeed because it gave too great 
an opportunity for the great middle class of 
undistinguished mediocrity to protect itself 
against the disturbance of change wrought 
by the more adventurous leaders. The sig- 
nificance of these laws lies not so much in 
their practical effects, which can easily be 
exaggerated, as in the fact that they are 
merely special manifestations in this field 
of retailing of a movement and _ attitude 
of mind which has become very general 
in recent years. An individual success- 
fully prosecutes a new idea to the discom- 
fort of those who are established. After 
his idea has become accepted he (or his 
children) changes his role from adven- 
turous individualism to that of a defender 
of the old ways. Ultimately the forces of 
conservatism thus generated become strong 
enough to bring the period of progress to 
an end. Such forces of conservatism are 
strengthened in a time of depression. The 
remedy of defending a group against com- 
petition which seems appropriate when 
applied to farmers, laborers, or retailers, 
separately, spells economic suicide or at 
least stagnation when applied to all of 
them. 


ACCOUNTING IN LAW-SCHOOL CUR- 
RICULUM, by Willard J. Graham. While 
law and accounting are fundamentally dif- 
ferent yet not only do the courts adopt and 
lend sanction to accounting practice but 
also the law and administrative bodies cre- 
ated by law in turn influence materially 
the development of accounting principles 
and practice. Practically all business leg- 
islation and regulation must tie in at some 
point with accounting and therefore the 
lawyer who contemplates business practice 
should be trained in accounting. An ac- 
counting course for lawyers should em- 
phasize principles and theory and uses of 
accounting information rather than book- 
keeping routine and procedure. 


RECENT TRENDS IN DEPRECIATION 
DECISIONS, by Perry Mason. One can 
agree that the decisions of the lower courts 
are replete with seeming contradictions 
and uncertainties and also feel that the 
Supreme Court has failed to take a definite 
stand on a number of significant issues, 
but when we take into account the wide 
range of subects which a court must han- 
dle and the confusing and conflicting tes- 
timony of so-called ‘‘experts’’ it is not 
difficult to understand why all of the com- 
plex problems of depreciation have not 
been completely and finally settled by the 
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courts. The author finds a definite trend 
in recent years toward the acceptance of 
complete, systematic, depreciation account- 
ing and the recognition of the inevitably 
close relationship which exists between the 
periodic allowance and the deduction made 
in rate-base valuations. 


Reviewed by E. STEWART FREEMAN. 


TRADE ASSOCIATIONS IN LAW AND 
BUSINESS, by Benjamin S. Kirsh, in col- 
laboration with Harold Roland Shapiro. 
Central Book Company, New York, 1938. 
400 pages. 

The inter-relationship of the individual 
to the group and of the group to the state 
and the extent to which competition or 
group action can best serve the interests of 
society have been moot problems during 
all the centuries of economic, political, 
and legal history. 

The relative emphasis on the protection 
of the consumer, as a cornerstone of Amer- 
ican anti-trust policy, was valid enough in 
1890 when the Sherman Act was enacted, 
but of late and more so since the depres- 
sion it has become apparent that the pro- 
ducer is no longer in the saddle and that 
the economic position of the buyer is 
becoming so strong as to leave him in 
many situations in the ascendency over the 
seller. Buyers can pit one seller against 
another and force even lower prices upon 


harassed vendors. Thus the superior power 
of the seller which the law assumes as 
applicable to many chains and powerful 
buyers is in reality contrary to the fact. 

Trade associations have not been the 
cause of as much “economic stability’ at- 
tempts to control production and prices 
as have been such monopolistic factors as 
holding companies, bank-controlled groups, 
interlocking directorates, patent controls, 
financial dominance by a few leading firms 
in an industry with “gentlemen's agree- 
ments” and special tariff and tax laws which 
can result in discrimination against normal 
competition and in unwarranted burdens 
on the consumer. The average trade asso- 
ciation is not strong enough to “control” 
its industry. It is strange but true that 
the anti-trust laws framed with such ear- 
nest zeal to shatter large-scale monopolistic 
enterprises have in practice left them com- 
paratively free to do as they will but have 
instead erected a barrier against the coop- 
erative activity of relatively smaller con- 
cerns. 

The anti-trust laws have become theo- 
logical tracts on corporate morality with 
judicial interpretation which has ignored 
practical results and hence have had little 
effect on those results. At times there has 
been laxity and neglect of prosecution and 
hence often and frequent violations. At 
other times there has been vigorous en- 
forcement. Therefore the complete gap be- 


tween the moral purposes of the anti-trust 
laws and the practical effect of their oper- 
ation on monopolies and combinations is 
not surprising. Few sincerely believe that 
the rigor of the present laws can survive 
as a policy for the future or that it is more 
than a mere relic of an outmoded concep- 
tion. 

The restoration of a theoretically pure 
competitive economy of relatively small 
independent entrepreneurs is not possible 
under modern conditions. In fact the ab- 
stract and refined theories and _ conclu- 
sions in regard to pure competition were 
probably never wholly true and generally 
at variance with the facts. At the most 
they were tendencies to which actualities 
sometimes nearly conformed and at other 
times departed. Ignorance, unintelligent 
conduct, agreement, fraud and oppression 
have been among the disturbing causes 
which actually exist in any market. In 
fact the real market situation in the aver- 
age concrete case may be more rightfully 
labeled as a state of imperfect monopolistic 
competition in which duopoly and oligo- 
poly can be found in varying degrees. 

Only three possibilities are open: (1) a 
further trustification through large scale 
integration or the development of monopo- 
listic control through cartels, (2) a policy 
of government regulation or participation 
as under the N.R.A. or (3) an attempt to 
coordinate competitive forces without re- 
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linquishing the fruits which spring from 
individual initiative. Economic democracy, 
whose last stronghold is the small or mod- 
erate sized business would be in for a 
process of disintegration under either (1) 
or (2) and therefore finds its principal hope 
under (3), the modern trade association 
movement. 

The law certainly does not and should 
not without adequate check permit all 
legislative, executive, and judicial authority 
of trade associations to be solely in the 
hands of those deeply interested in their 
administration. The law wisely places defi- 
nite and drastic limitations on their power 
and authority; a social duty and respon- 
sibility is wisely required of them; their 
leadership is not final; and their authority 
is curtailed by the limitations of public 
policy. 

Yet the problem of the non-conforming 
individual trader, the company that will 
not play, is the Achilles heel of the entire 
trade association movement, both from the 
legal and the administrative point of view. 
Where strong factors are outside of any 
association plan it is even detrimental for 
the members to enter into any wise eco- 
nomic policy while permitting the competi- 
tor to be footloose and to obtain business 
at his own price. Whatever the price of 
the N.R.A. as a destroyer of individual 
rights, its legalized penalties did supply 
the missing link and seemed to provide 


the key to the trade association mystery. 

The Sherman law sometimes has _ the 
tendency to drive aggressive trade asso- 
ciations under ground into secret, sur- 
reptitious and illegal practices—bootleg- 
ging under the anti-trust laws. A small 
number of less scrupulous associates choose 
to engage in forceful measures, even to the 
use of racketeers, seeking to justify their 
tactics as the necessary illegitimate off- 
springs of too rigorous anti-trust policy. 

The early trade association was gen- 
erally in substance an illegal pooling plan 
chiefly occupied with such activities as 
price-fixing, agreements to limit produc- 
tion, the division of output, sales, and ter- 
ritory, or the apportionment of profits. 
Unfortunately many still think of them in 
such light. Yet in 1938 there were 8,200 
trade associations in the United States of 
which 2,900 were composed of manufac- 
turers. Their most frequent activities or 
services are (1) conventions and meetings, 
(2) publications, (3) cooperation with 
other organizations, (4) business stand- 
ards, (5) statistics, (6) legislation, (7) 
elimination of unfair competition, (8) 
publicity for the industry and its products, 
(9) accounting service, auditing, uniform 
costing practices, and the like, (10) pub- 
lic or consumer education, (11) informa- 
tion service other than statistical, (12) field 
service, (13) arbitration, (14) exhibits, 
displays or shows, (15) industry educa- 


tion, (16) cooperative advertising, (17) 
standardization, (18) abstracts of material 
of interest to industry, (19) credit service, 
and (20) tariff activities. 

Economic, business, and legal factors 
have regarded over-production, business 
instability, and wide price fluctuations as 
evils and as evidences of maladjustment in 
the industrial and commercial structure. 
They have recognized that a study of sta- 
tistical knowledge will guide a member of 
an industry to measure his production pol- 
icy according to demand rather than maxi- 
mum manufacturing capacity, and his in- 
dividual price policy with an_ intelligent 
relation to his costs rather than on the 
basis of blind unintelligent pursuit of some 
rivals. The statistical reporting services of 
trade associations are in the broadest as- 
pects merely the extension of quantitative 
measurements to the practical affairs of 
business, the application of a technique of 
observations, recording, analysis, and syn- 
thesis, familiar to the methods of natural 
and social sciences. By substituting knowl- 
edge for ignorance, rumor, guess and 
suspicion they try also to substitute re- 
search and reasoning for gambling and 
piracy without closing the door to adven- 
ture or lessening the value of prophetic 
wisdom. 

Uniform cost accounting is an extension 
on a cooperative scale to an industrial 
group of the scientific methods of individ- 








MANAGEMENT ENGINEERS 


MILLER, FRANKLIN & COMPANY, INC. 
347 MADISON AVENUE, NEW YORK CITY 


A- SERVICE - DEDICATED - TO - BUSINESS - 


SINCE - 1902 





ACCOUNTANTS-AUDITORS 


MILLER, FRANKLIN, BASSET & CO. 








Please mention THE CONTROLLER in communicating with advertisers 




















REVIEWS of Recent Business Publications 


ual concerns. By working toward the 
“one best way” it eliminates expensive ex- 
perimentation, permits better informed 
competition and enables industry instantly 
to place facts before regulating bodies. 
The N.R.A. awakened a great interest in 
this subject although many of its systems 
were mere instrumentalities for controlling 
prices. Since the invalidation of N.R.A. the 
trend toward the enactment of state fair 
trade acts and anti-discrimination statutes 
such as the Robinson-Patman Act have 
invoked the absolute requirement of cost 
finding as a determinant of lawful activity. 

Cost figures must be based on actual 
and not fictitious or arbitrary information; 
there must be no attempt to agree on cost 
or any part thereof, margin, sale price, or 
production policy; the information should 
be made generally available so that the 
possibility of distortion for unlawful pur- 
poses may be lessened; it is wise not to 
identify the individual concerns by name; 
there should be no penal provision com- 
pelling group action as distinguished from 
free and uncontrolled individual discretion 
with respect to cost, margin, or selling 
price; and drastic supervison or spying 
should be avoided. It seems a fair proph- 
ecy that cooperative efforts of trade asso- 
ciations when pursued within such limits 
will be judged with emphasis upon their 


demonstrated value rather than by the 
possibility that they have transgressed the 
technical rules of a forbidding law. 

This is a practical and scholarly survey 
and evaluation of the business, economic, 
and legal aspects of the trade association 
movement. 

Reviewed by E. STEWART FREEMAN. 


Resurgence of Enterprise 
(Continued from page 170) 
which must inevitably result in the 

same thing. 

In the face of the paralyzing pros- 
pect of this fatal dilemma, none of the 
creative visions and aspirations repre- 
sented in “The World of Tomorrow” 
can be realized. The only possibility 
of release lies in a vigorous reasser- 
tion of their independence and a re- 
vitalization of their enterprise, by the 
American people. The productive ele- 
ments in the community must promptly 
seek the means for setting in motion 
a nation-wide effort to conserve and 
reconstruct the enterprise organiza- 
tion and release its energies for do- 
mestic economic recovery. 


Must Resist WAR INVOLVEMENT 


While this is being undertaken they 
must resist to the utmost, by every 
means, any effort to involve the United 
States in a European war which must 
inevitably mean the suicide of Euro- 
pean civilization. They must avoid, at 
any cost, being precipitated into the 
self-destruction of Europe, in order to 
conserve their own strength and re- 
sources so that they may be in a posi- 
tion to assist in the reconstruction of 
Europe after the war, in which no one 
will win. The American people must 
realize, in their decisions in domestic 
affairs and international relations at 
this moment, that they hold the fate 
of western civilization in their hands. 
If they have the wisdom, strength and 
courage to set their own affairs in order 
at home, they will have the opportu- 
nity to play the decisive part in making 
“The World of Tomorrow” a saner, 
more secure and prosperous world for 
every people in it, as well as them- 
selves. 
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INSTITUTE ACTIVITIES-COMMUNICATIONS 


NEW MEMBERS ELECTED 


At a meeting of the Executive Committee 
of The Controllers Institute of America, 
held April 28, 1939, the applicants named 
below were elected to active membership 
in The Institute: 


StuarT J. BIERLY 
Anderson Company, Gary, Indiana. 

F. CHARLES BROWN 
National Geographic Society, Washing- 
ton, D. C. 

RoBERT A. BRYANT 
Brunswick-Balke-Collender Company, Chi- 
cago. 

F. L. CAME 
Barbasol Company, Indianapolis. 

W. M. CAupDELL, Sr. 

American Hardware Corporation, New 
Britain, Connecticut. 

ROBERT W. CLARK 
Richardson Corporation, Rochester, New 
York. 

ROBERT CLINTON 
American Mutual Liability Insurance 
Company, Boston. 

ROBERT E. FURLONG 
Majestic Manufacturing Company, St. 
Louis. 

Victor G. GENDRON 
Zellerbach Paper Company, San Fran- 
cisco. 

GEORGE F. GEPHART 
Standard Oil Company of California, 
San Francisco. 

GEORGE E. HALLETT 
Tung-Sol Lamp Works, Inc., Newark, 
New Jersey. 

Lewis A. HILL 
Waltham Watch Company, Waltham, 
Massachusetts. 

CHARLES R. ISRAEL 
Aero Mayflower Transit Company, In- 
dianapolis. 

FREDERICK J. KNOEPPEL 
American Potash & Chemical Corpora- 
tion, Trona, California. 

RALPH B. KNOTT 
Raytheon Manufacturing Company, New- 
ton, Massachusetts. 

ROGER W. LEASON 
Emsco Derrick & Equipment Company, 
Los Angeles. 

HENRY T. LEDBETTER 
Toledo Edison Company, Toledo. 

BERNARD J. LEY 
Zonite Products Corporation, New York 
City. 

WILLIAM H. LowRANCE 
American Dairies, Inc., Kansas City, 
Missouri. 

Leo P. LUNING 
National Candy Company, Inc., Consoli- 
dated Factories, St. Louis. 

G. DoNaLD McCATHRON 
E. E. Fairchild Corporation, Rochester, 
New York. 

DonaLp McDonaLp 
McKeesport Tin Plate Corporation, Mc- 
Keesport, Pennsylvania. 

ERNEST C. PETERSON 
Brown & Bigelow, St. Paul, Minnesota. 

PAUL E. SHROADS 
National Steel Corporation, Pittsburgh 


I. H. WAGNER 
Business Men’s Assurance Company of 
America, Kansas City, Missouri. 

E. N. WATKINS 
Cities Service Oil Company, New York 
City. 

Davip P. ZAHNISER 
The Union National Bank of Pittsburgh, 
Pittsburgh. 


MEETINGS OF CONTROLS 
Kansas City: 
Topic: “What The Controllers In- 


stitute Can Do for the Controllers 
of Kansas City” 


Major Ernest L. Osborne, fiscal super- 
visor for the regional office of the Federal 
Social Security Board, addressed the 
members of the Kansas City Control at 
the regular meeting which was held on 
April 10 at the Ambassador Hotel. His 
subject was “What The Controllers In- 
stitute Can Do for the Controllers of 
Kansas City.” Major Osborne is a certi- 
fied public accountant, a lawyer, and a 
graduate civil engineer, and is thoroughly 
versed in the aims and policies of The 
Institute. He was an early member of the 
New York City Control, was a charter 
member of the District of Columbia, and 
recently has become a member of the 
Kansas City Control. 


Los Angeles: 
Topic: “Present and Proposed City 
and County Taxation” 


The monthly meeting of the Los An- 
geles Control which was held on April 
20 at the Clark Hotel was an open forum 
on “Present and Proposed City and 
County Taxation.” Mr. Ferron L. An- 
drus of the Forest Lawn Memorial Park 
Association, a member of the Control, 
has made a thorough study of this sub- 
ject. He led the discussion. Control Presi- 
dent Short, of Bekins Van & Storage 
Company, gave a progress report on the 
joint conference to be held with the San 
Francisco Control on May 20 and 21. 


Milwaukee: 
Topic: “Your Last Will and Testa- 
ment” 


The Milwaukee Control held its regu- 
lar monthly meeting on April 18 at the 
University Club. Mr. Joseph C. Moser, 
vice-president and trust officer of the 
Marshall & Ilsley Bank, Milwaukee, ad- 
dressed the members on “Your Last Will 
and Testament.’ The following members 
comprise the nominating committee for 
next year: Messrs. James Howard, of Na- 
tional Enameling and Stamping Company; 
J. A. Keogh, of Allis-Chalmers Manufac- 
turing Company; and L. G. Regner, of 
Briggs & Stratton Corporation. 


New England: 
Topic: “The Fair Labor Standards 
Act of 1938” 


At Worcester, Massachusetts, on April 
25 at the Hotel Bancroft, the New Eng- 
land Control held its last technical ses- 
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sion of the 1938-1939 season. The evening 
was devoted to analysis and discussion of 
the Fair Labor Standards Act. The speaker 
was Mr. Russell L. Greenman, consultant 
in labor relations. He has had many years 
of experience in the field of labor relations 
and personnel methods and administra- 
tion, first with the Western Electric 
Company and later as a specialist with 
the Chamber of Commerce of the United 
States. Since the Fair Labor Standards Act 
was passed he has spent much of his time 
in advising companies on their compliance 
problems and in addressing business and 
professional organizations on administra- 
tive developments under this statute. He 
is, also, the author of more than a score 
of monographs and articles on labor and 
economic subjects. At the conclusion of 
his address there was an open question 
and discussion period. 


New York City: 
Topic: Eastern Spring Conference of 
Controller 


The regular monthly meeting of the 
New York City Control was omitted and 
the time was devoted by members to act- 
ing as hosts at the Eastern Spring Con- 
ference of Controllers on April 24 at the 
Waldorf-Astoria Hotel. 


Philadelphia: 

Topic: “The Position and Responsi- 
bilities of Controllers and Public 
Accountants in Business  Enter- 
prises” 


During the 1938-1939 season the meet- 
ings of the Philadelphia Control have 
been largely devoted to outside speakers, 
and there has been very little opportunity 
for informal discussions by the members 
and exchange of opinions. At the regular 
meeting held on April 6 at the Penn 
Athletic Club, however, a forum discus- 
sion was conducted on the subject ‘The 
Position and Responsibilities of Control- 
lers and Public Accountants in Business 
Enterprises.” Mr. D. H. Tyson, of the U. 
S. Pipe and Foundry Company, a director 
of the Philadelphia Control, opened the 
discussion. He presented the subject in a 
most interesting and constructive manner, 
and the discussion was carried on with in- 
tense interest for a full hour after the 
regular time of adjournment. The feeling 
among the members was that this was one 
of the finest presentations ever experi- 
enced by the Control. 


Pittsburgh: 
Topic: “The Training of Accounting 
Staffs” 


At the monthly meeting of the Pitts- 
burgh Control which was held on April 
24 at the William Penn Hotel, the subject 
for consideration was “The Training of 
Accounting Staffs.” Two members of the 
Control presented the subject: Mr. A. V. 
Murray, of William B. Scaife & Sons 
Company, discussed it from the scholastic 
standpoint, and Mr. V. F. Covert, of 
Westinghouse Electric & Manufacturing 
Company, discussed his company’s train- 
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ing school. Following these introductory 
presentations of the subject, the meeting 
became an open forum for general dis- 
cussion. 


Rochester : 
Topic: “Internal Audits” 
The regular monthly meeting of the 
Rochester Control was held on April 26 
at the Rochester Club. Mr. Norman R. 
Olley of R. T. French Company, a member 
of the Control, led the discussion of the 
subject “Internal Audits.” As was ex- 
pected, this meeting brought out ideas 
and helpful suggestions with respect to the 
practices and best organizational relation- 
ships necessary for the accomplishment of 
the real objects of internal auditing. 


San Francisco: 
Topic: Message from the National 
Headquarters of The Controllers 

Institute 


The official contact of National Head- 
quarters with the San Francisco Control 
was made by a visit from Mr. Henry C. 
Perry at the regular monthly meeting of 
the Control on April 13 at Hotel St. 
Francis. Mr. Perry, controller and treas- 
urer of Heywood-Wakefield Company, 
Gardner, Massachusetts, is the chairman 
of the Executive Committee of The In- 
stitute and was president of The Insti- 
tute last year. The members of the Con- 
trol gave Mr. Perry an_ enthusiastic 
welcome and listened with great interest 
to his message concerning the affairs of 
The Institute. 


St. Louis: 
Topic: “Internal Control of Capital 
Expenditures” 


Mr. Franzy Eakin, of A. E. Staley Manu- 
facturing Company, a vice-president of 
the St. Louis Control, was the speaker at 
the regular meeting of the Control, which 
was held on April 25 at the Missouri 
Athletic Association. The subject “In- 
ternal Control of Capital Expenditures’’ pro- 
vided another interesting and worthwhile 
meeting on subjects relating to expenditure 
control. Few are better qualified than Mr. 
Eakin to present this subject. He led the 
discussion which followed his address. 


Syracuse: 
Topic: ‘Reports to Executives and 
Management” 


Mr. D. K. Van Cleef, of L. C. Smith 
& Corona Typewriters, Inc., vice-presi- 
dent of the Syracuse Control, led the dis- 
cussion at the monthly meeting of the 
Control which was held on April 17 at 
the University Club. The subject was 
“Reports to Executives and Management” 
and some very interesting points of view 
were brought out in the discussion by the 
members. 


Twin Cities: 
Topic: “General Office Procedure” 
A round-table discussion on “General 
Office Procedure” was conducted at the 
regular meeting of the Twin Cities Con- 
trol, which was held on April 4 at the 
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Curtis Hotel in Minneapolis. Mr. C. W. 
Perrine, of Minnesota Amusement Com- 
pany, a director of the Control, led the 
discussion, which had to do with company 
policies in connection with vacations, sick 
leave and the like. A general discussion 
was held also in “The Controller Must 
Be a Salesman,” and many interesting points 
were brought out. 


Buffalo: 
Topic: “Duties and Responsibilities 
of the Controller” 


“Duties and Responsibilities of the 
Controller’ was the subject discussed at 
the regular meeting of the Buffalo Con- 
trol on April 4 at Hotel Statler. Mr. 
Walter S. Corrie, of the National Gypsum 
Company, a director of the local Control, 
addressed the members on the subject and 
led the discussion. It seemed from the 
lengthy discussion which followed Mr. 
Corrie’s remarks that it would be dif- 
ficult to establish a satisfactory defini- 
tion of “Controllership.’”” His remarks on 
the subject, however, opened up a new 
avenue, for thought, and it was agreed 
that he painted a picture of controllership 
that was much more attractive than the 
usual conception of the term. 


Chicago: 
Topic: “Merit Rating Plan” and “In- 
ventory Valuation and Its Effect 
upon the Income Statements” 


The regular monthly meeting of the Chi- 
cago Control was held at Fred Harvey's 
on April 25. The guest speaker was Pro- 
fessor Willard J. Graham, a practising con- 
sultant and associate professor of account- 
ing and marketing at the University of 
Chicago. His subject was “Inventory 
Valuation and Its Effect upon the Income 
Statements.”” The dinner meeting of March 
28 was addressed by Mr. William Jaffe, 
a Chicago attorney, whose subject was “A 
Practical Discussion of the Cook County 
Personal Property Tax.” 

The Technical Committee of the Control 
arranged a technical discussion dinner meet- 
ing on April 11. About fifty members 
and guests were present and enjoyed a most 
interesting discussion of the subject “The 
Merit Rating Plan’’ as embodied in the IIli- 
nois Unemployment Compensation Law. Mr. 
Deane S. Hazen of Benjamin Electric Manu- 
facturing Company was the discussion leader. 


Cincinnati and Dayton: 


Topic: “What Does the Word ‘Bal- 
ance’ Mean?” 


A well attended joint meeting of the 
Cincinnati Control and the newly-formed 
Dayton Control was held on April 21 at 
the Biltmore Hotel in Dayton. Mr. Roscoe 
Seybold, vice-president and controller of 
Westinghouse Electric and Manufactur- 
ing Company, and national president of 
The Controllers Institute of America, pre- 
sented a charter to the members of the 
Dayton Control and gave a short address. 
The guest speaker was Mr. E. R. Mitchell, 
a member of the legal counsel to the Cin- 
cinnati Gas and Electric Company. His 
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subject was “What Does the Word ‘Bal- 
ance’ Mean?” He is an outstanding speaker 
and with his first hand connections in 
Washington was well qualified to discuss 
the effect of an ever increasing amount 
of legislation affecting industry. 


Cleveland: 
Topic: Inspection Tour and Examina- 
tion of a Mechanized Accounting 
Department 


The Cleveland Control was the guest 
of Mr. H. P. Thornton, a director of the 
Control, at the White Motor Company 
and held its meeting in the office of that 
company on the evening of April 11. 
Dinner at 6 P.M. in the company’s dining 
hall preceded the meeting. President H. L. 
Patch of Standard Oil Company (Ohio) 
presided. The annual meeting of the Con- 
trol in June was discussed, and it was 
decided to hold it at the Westwood 
Country Club, with details to be an- 
nounced later. Under the direction of Mr. 
Jay Iglauer, of Halle Brothers Company, 
chairman of the Control’s Business Fore- 
casting Committee, each member of the 
committee exhibited charts which he had 
prepared to show the business trends of 
his company. Considerable interest was 
displayed and the use of the charts and 
their importance in planning was dis- 
cussed. At the suggestion of Mr. M. W. 
Thernes, of Ohio Public Service Company, 
a director of the Control, it was agreed that 
the committee should write members a 
complete outline of the method used in 
making the charts and have each member 
bring his own to the June meeting. 

The meeting was then turned over to 
Mr. Thornton, who first divided the mem- 
bers into two groups and took them to 
the accounting department. Here members 
of the office staff demonstrated the com- 
plete routine of the office, which is han- 
dled through accounting machines. The 
installation, called one of the most com- 
plete in the country, was examined with 
keen interest by members, and Mr. Thorn- 
ton was heartily thanked for a very in- 
teresting evening. 


Connecticut: 


Topic: “Compensation Plan for Sales- 
men” 


At the monthly meeting of the Con- 
necticut Control which was held on April 
5 at the University Club, Bridgeport, Mr. 
E. R. Dayton of the Russell Manufactur- 
ing Company, Middletown, Conn., and vice- 
president cf the Control, reported that 
through answers to questionnaires the mem- 
bers expressed their preference for five or 
six round-table discussions without a guest 
speaker and three or four meetings with 
a guest speaker as a program of meetings 
for the next fiscal year. 

The speaker of the evening was Mr. 
W. H. Faeth, of the Bristol Company, a 
director of the Control, and his subject 
was “Compensation Plan for Salesmen.”’ 
After his address the meeting was thrown 
open to questions on subjects of special 
interest to members present. Mr. L. M. 
Nichols of General Electric Supply Cor- 
poration, Bridgeport, presided. 





Detroit: 


Topic: ‘Business Prospects—Remain- 
ing Months of 1939” 


The Detroit Control held a closed 
monthly meeting on April 12 at the De- 
troit Leland Hotel. This was probably the 
last opportunity members will have this 
season to discuss their problems in a 
closed meeting, since tentative plans have 
already been made for the May and June 
meetings. Mr. Harry A. Snow, of the De- 
troit Edison Company, a director of the 
local Control, led the discussion of the 
subject ‘Business Prospects—Remaining 
Months of 1939.” 


District of Columbia: 

Topic: “Proposed Amendments to the 
District of Columbia Unemploy- 
ment Act and the Federal Social 
Security Acts” 


A report on the proceedings of the 
Eastern Spring Conference of Control- 
lers on April 24 at the Waldorf-Astoria 
Hotel, New York City, was given at the 
regular meeting of the District of Colum- 
bia Control on April 25 at the Carlton 
Hotel by President William R. Little, of 
The Evening Star Newspaper Company. 
Following this a discussion was conducted 
of the proposed amendments to the Dis- 
trict of Columbia Unemployment Act and 
the Federal Social Security Acts. 


EMPLOYMENT 


Management-Minded Controller 


A resourceful and conscientious execu- 
tive, qualified by ability and experience 
to accept management authority and respon- 
sibility, is available. Can prepare and pre- 
sent management-minded reports to presi- 
dent and directors on costs and methods of 
manufacture, administration, distribution, 
and finance. Has installed the general and 
standard cost accounting procedure in a 
textile corporation doing more than $6,- 
000,000 annual sales. Handled federal, 
state, and municipal taxes. Experienced in 
sales, financial and expense budgets, insur- 
ance, credits, production and inventory 
control. With textile manufacturer near 
Philadelphia over eleven years, present posi- 
tion as controller includes economical and 
efficient management of administrative office 
with more than 100 employees. A Protes- 
tant, 40 years old. Young and flexible 
enough to adapt himself to established pol- 
icies; old enough to use tactful, mature 
judgment in the execution of these poli- 
cies. Can be depended upon to maintain 
a high standard of ethics and administra- 
tion. Address No. 275, ‘The Controller.” 


Controller—C.P.A. 


Certified Public Accountant (New York), 
present connection in New York City, de- 
sires position with sound, progressive cor- 
poration. Controller with successful experi- 
ence in handling accounting and financial 
problems of large corporations, reports for 
management, systematizing, manufacturing 
costs. Has supervised large office person- 
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nel, and is a proved executive and organizer. 
Highly diversified public accounting ex- 
perience in supervision of audits and inves- 
tigations, preparation of financial state- 
ments and tax returns, Securities and Ex- 
change Commission reports. Member of 
Controllers Institute of America, Ameri- 
can Institute of Accountants, New York 
State Society of Certified Public Account- 
ants, National Association of Cost Ac- 
countants. Age 48; married; Protestant. 
Can give unquestioned endorsements of 
character, business and professional record. 
Address No. 300, ‘The Controller.” 


Controller—Young Executive 

A tax-conscious and systems-minded ac- 
countant, age 29, single, desires an oppor- 
tunity with a progressive organization at 
a moderate salary. He has just received 
his certified public accountant’s  certifi- 
cate (NY) having passed the examina- 
tions in his first attempt. He has had eleven 
years of diversified accounting experience 
with public and private firms. He has made 
surveys to study projects from standpoint 
of investment required and profit expected 
by product, department, territory, and the 
like. He has adequate knowledge of foreign 
exchange and industrial banking, and has 
traveled for two years as an auditor. He is 
a graduate of a professional accountancy 
course and has completed university courses 
on corporate finance and taxes. Excellent 
references of character and ability can be 
furnished. Address, No. 304, “The Con- 
troller.” 


Survey of Employees in San Francisco 
Companies 

The San Francisco Control recently 
conducted a survey to determine the num- 
ber of employees of the companies whose 
controllers are members of The Control- 
lers Institute of America in the San Fran- 
cisco territory. The survey disclosed that 
there are 100,570 employees in these 
companies. 


Personal Notes 
Mr. L. W. Conover is now treasurer and 
a director of Goodwin System, Incor- 
porated, 480 Lexington Avenue, New 
York City. He was formerly treasurer of 
Eitingon-Schild Company, Inc., of New 
York City. He is a member of The Con- 
trollers Institute of America. 


Mr. Samuel Smickler, formerly of Cin- 
cinnati, has become treasurer and general 
manager of Eagle-Ottawa Leather Com- 
pany, Grand Haven, Michigan. He was 
formerly controller of Griess-Pfleger Train- 
ing Company, of Cincinnati. 








TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. 48-hour accurate service. 
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TIGHTENING OF ENFORCE- 
MENT OF WAGE ACT 
EXPECTED 


At the April meeting of the New 
England Control, members of The 
Controllers Institute of America _lis- 
tened to a clear and able presentation 
of the subject ‘Fair Labor Standards 
Act of 1938,” by Mr. Russell L. Green- 
man, who has had long experience in 
personnel and labor relations matters 
with the Western Electric Company, 
with the United States Chamber of 
Commerce and in his present connec- 
tion with a firm of industrial engineers. 

Mr. Greenman outlined the most re- 
cent developments in the administra- 
tion of the act and predicted what he 
believed would be the trend of admin- 
istration in the near future. He pointed 
out that the recent appointment of Mr. 
Calvert Magruder, general counsel of 
the Wage and Hour Administration, 
to the bench of the United States Cir- 
cuit Court, making necessary the ap- 
pointment of a new counsel, might 
affect to a considerable degree the 
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policies of the administration, and that 
his remarks would have to be inter- 
preted with this in mind. He empha- 
sized that the Fair Labor Standards Act 
was not a low to be belittled and 
ignored by business men in spite of 
the fact that to date the administrator 
has proceeded with caution and has 
shown a tendency to be rather lenient 
in his interpretations and enforcement. 
He felt that recent decisions of the 
Supreme Court involving the Agricul- 
tural Adjustment Act and National 
Labor Relations Act pointed to the 
probability that the Fair Labor Stand- 
ards Act would be held constitutional, 
and would encourage the Wage and 
Hour Administration to adopt a policy 
of stricter enforcement. The funds for 
enforcement have up to the present 
been somewhat limited but there are 
now 130 inspectors in the field and 
penalties have already been imposed 
in several cases. 

Several questions that have been very 


difficult of interpretation under the 


law were discussed by Mr. Greenman. 
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With respect to classification of em- 
ployees as executives or professional 
men he pointed out that no definite 
formula had been developed and sug- 
gested that the safest course to follow 
was to prepare detailed job specifica- 
tions on doubtful cases and obtain rul- 
ings direct from the administration. 
The question of compensation for 
traveling time has been a very difficult 
one and a new ruling is expected 
shortly which probably will lighten the 
rather onerous provisions of the present 
regulations. It is very clear from a re- 
cent “consent decree’ that it is im- 
portant for every company to secure 
binding assurances from the suppliers 
that there have been no violations of 
the law with respect to the goods pur- 
chased from them; there has been some 
misunderstanding on this point, but 
while the criminal penalties in such 
cases apply only to willful violations, 
it is not necessary for the administra- 
tion to prove willfulness to stop such 
goods from being shipped inter-state 
and thus causing considerable loss to 
the holders. 


THE KNOX PLAN FOR PRINTING CONTROL 
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gation. 


Dollars saved— 


Fewer mistakes— 


Fewer hours of work— 


That is the result of one large corporation’s standardization of their 


INVENTORY CONTROL FORMS—through the Knox Plan for Printing 


We shall be glad to tell you how that result was accomplished—no obli- 
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Next time you plan an out-of-town trip, pick up 
your telephone, before you pick up your hand- 
bag. Use Long Distance to arrange definite ap- 
pointments with the men you want to see. 

They will be better prepared for your visit— 
and so will you. You’ll accomplish more in each 
interview. And you'll save yourself long hours of 
waiting for prospects who are busy, or customers 
who are away. 

Long Distance appointments prevent disap- 
pointments—and much more than repay the 
little they cost! 


HERE’S HOW LITTLE IT COSTS 


TO TELEPHONE! 


BETWEEN THESE POINTS 

Cincinnati, Ohio 

Louisville, Ky. 
Philadelphia, Pa. 

Boston, Mass. 
Chicago, III. 

Minneapolis, Minn. 
Los Angeles, Calif. 

Salt Lake City, Utah 
Indianapolis, Ind. 

New York, N. Y. 


SUNDAY* 
$.50 
1.00 
1.20 
1.75 


1.95 


DAY except NIGHT and 


SUNDAY* 


$.35 


1.05 
1.20 


*#3-minute station-to station rates. Reduced rates run 
from 7 P.M. to 4:30 A.M. every night and all day Sunday. 
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" SALES 
S ANALYSIS 


ARE PRESENT ORDER-INVOICE 
A DRAG ON OPERATIONS? 


See Above — Compare Your Method 


Are your branch office orders retyped as received? This in- 
volves error, delay and extra payroll. But with DITTO the 
branch office original becomes ALL order and billing forms. 
All are run off in a few seconds. Error, delay and extra work 
are cut out. All departments go to work at once. 

Sales distribution, sales analysis, stock control, ledger 
sheets, even the shipping tags—each is included, all made 

from the one original writing. 


ASK YOURSELF — 


Ask yourself: Since the order originates the whole train 
of order-invoice routine, why shouldn’t it originate all 
subsequent forms? That is DITTO’S function. With 
Ditto, all needless retyping, checking, posting, delay, 
error and work are cut out. Accuracy, speed, satisfaction, 
take their place. 

You owe it to yourself and your company to be in- 
formed. Send now for Ditto literature. No obligation! 
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BARGAINS IN RESULTS! Chemically, Ditto paper, inks, carbon, roils and films 
coordinate perfectly.Match Ditto duplicators with Ditto supplies for top results! 





y 
... Because Ditto leads, 
Ditto offers both liquid 
and gelatin type duplicat- 
ing equipment. 
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METHODS 


FREE! 


GET THESE STUDIES 


... Read Wm. B. Casten- 
holz’ monograph, "'A New 
Trend in Accounting— 
Order and Billing,” and 
get typical Ditto order 
and invoice forms. Free. 


206 W. Harrison St., Chicago 


entlemen: Without obligation please send me: 
) “A New Trend in Accounting — Order and 
Billing.” 
) ‘A New Trend in Accounting and Accounts 
Receivable.” 
) Arrange a Ditto demonstration for me. 





LEARN BY DOING e « . is the principle upon 


which LAS. teaching 
methods are based. 


@ The development of a high degree of skill as a chemist or as a 
surgeon could never be accomplished merely by attending class- 


room lectures or by reading books. 


@ Likewise, it would be difficult to develop skill as an accountant 
merely by listening or by reading.* But, since the compiling and 
interpreting of records in written form play such an important part 
in accounting work, it is possible to devise a system of instruction 
whereby the student can /earn by doing most of the things that an 
accountant is called upon to do in actual practice. This is the method 
used by I.A.S. in teaching its various home-study courses. 


@ Thousands of successful accountants throughout the United States 
and Canada are living proof of the fact that accounting can be 
learned successfully by correspondence. There is probably no sub- 
ject which by its very nature is more adapted to the correspondence 


method of instruction than accounting. 


@ Those who are interested in obtaining full information regarding 
I.A.S. courses (which are available for advanced students, as well as 
for beginners) can obtain explanatory literature, without any cost or 
obligation, by addressing a letter or postcard as shown below. 


* “The correspondence method has always been used in resident instruc- 
tion in certain subjects and in many cases no other method is possible.” 
— From Bulletin 1920, No. 10, issued by the Bureau of Education, 
U.S. Department of the Interior. 


INTERNATIONAL ACCOUNTANTS SOCIETY, Inc. 


A Correspondence School Since 1903 
3411 SOUTH MICHIGAN AVENUE 


CHICAGO ‘ ILLINOIS 








